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JANUARY 3, 1955. 
To Members of the Joint Committee on the Economie Report: 

In its report to the Congress last February (H. Rept. 1256, 83d 
Cong., 2d sess.) , the committee stated that “a thoroughgoing study of 
long-run economic trends in the areas of the worid under the influence 
of Communist ideologies and in the remainder of the world would be 
undertaken.” The committee staff was directed to survey the 
problem. 

The study, Trends in Economic Growth: A Comparison of the 
Western Powers and the Soviet Bloc, transmitted herewith, was pre- 
pared at the committee’s request by the Legislative Reference Service 
of the Library of Congress in cooperation with the committee staff. 
We are grateful to the - Legislative Reference Service for completing 
this study in such a short time. We appreciate that this should be 
considered an interim report and that the committee will want to 
continue to study economic trends on both sides of the Iron Curtain. 

It is understood, of course, that this study does not necessarily 
represent the views of the committee or any of its individual members. 

Jesse P. Wo.cort, 
Chairman, Joint Committee on the Economic Report. 


JANUARY 3, 1955. 
Hon. Jesse P. Wowcorr, 
Chairman, Joint Committee on the Economic Report, 
United States House of Representatives, Washington, D.C. 


Dear Mr. CuairmMan: There are few significant problem areas in 
which legislation enacted by the United States does not affect, or is not 
affected by, the relative economic positions of this country, the other 
countries of the free world, and the countries of the Communist bloc. 
It is of the utmost importance, therefore, that the United States Con- 
gress and the American people be fully aware of the trends, so far as 
they can be established, in the economic growth of the countries on 
both sides of the Iron Curtain. 

In the struggle between the Communist bloc and the free world, 
the factor of relative economic strength is fundamental. Neither 
morale nor political stability nor a firm military posture can long be 
sustained in its absence. A clear understanding of this fact led the 
United States to enact the Marshall plan and allied measures to re- 
habilitate the war-torn economies of its friends, particularly in 
Europe. These efforts have cost the American people many billions 
of dollars, but they have sparked an economic revival in most of inde- 
pendent Europe and in a number of other areas. Nevertheless, the job 
is far from finished. In some countries of vital interest to the United 
States, marked economic weakness is still evident. Many others have 
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specific problems, such as the shortage of energy resources, solutions to 
which require initiative and sacrifice on the. part of the peoples of 
the countries themselves. In some cases, solutions could be developed 
most effectively with American cooperation. 

Above all, sight must not be lost of the intense, continuing efforts of 
the Soviet Union to maximize production within its own borders and 
within those of the captive countries of Europe. It is thus not enough 
to have recovery in the free world. A continued, dynamic economic 
growth, matching or surpassing that of the Communist bloc, would 
seem to be indispensable for the maintenance of world stability and 
as a force for world peace. In its recent report, Potential Economic 
Growth of the United States During the Next Decade, the committee 
staff outlined the tremendous opportunities for expansion of produc- 
tion and living standards in the United States. These potentials must 
be realized. 

The rates of progress achieved by the leading economies of the West 
and the East, and the methods used to realize such progress, are being 
watched today by the less developed countries of the world. The past 
50 years, and especially the period since World War IT, have seen an 
awakening of keen desire for rapid economie progress on the part of 
numerous nations and dependent areas in Asia, Latin America, and 
Africa. 

Furthermore, in many of these nations medical advances have 
sharply increased the rate of population growth, by lowering mor- 
tality. In consequence, the search for heightened productivity and 
greater output in both agriculture and industry has taken on new and 
extreme urgency. Under these circumstances, it is scarcely surprising 
that the rapid industrialization of the Soviet Union exercises a great 
fascination in some quarters, albeit such industrialization is paid 
for by the Soviet bloc at an exorbitant price in terms of human lives 
and freedom. ‘To show that economic progress can be achieved with- 
out recourse to totalitarianism is a moral and practical obligation of 
the West. 

Finally, the economic well-being of the United States, regardless of 
the conflict with communism, is inextricably intertwined with that of 
the rest of the world. The lesson of the European prelude to the great 
depression in the United States must never be forgotten. And only 
an expanding world economy can provide the raw materials and the 
markets which the United States will need, with greater population 
and less balanced resources, in future years. 

For these reasons, the Joint Committee on the Economic Report, 
realizing the great importance of as accurate an assessment as possible 
of comparative economic trends, directed its staff to survey the problem 
of East-West economic trends. In its report of February 26, 1954 
( House Rept. 1256, 83d Cong., 2d sess., p. 17) it said: 

The committee believes that a thoroughgoing study of long-run economic trends 
in the areas of the world under the influence of Communist ideologies and in 
the remainder of the world should be undertaken. The outcome of the clash 
between East and West will in large part be dependent upon productivity ad- 
vances and relative standards of living. A comparison of the success of the 
two systems in meeting the ultimate need for consumers’ goods and a careful 
reexamination of the impediments to economic growth in the western countries 
should throw considerable light on the problem of long-run economic stability in 
this country. The committee staff is directed to survey this problem during the 
coming year. 
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The purpose of this report is to summarize the essential known facts 
bearing upon the comparative rates of economic growth of the United 
States “and independent Europe, on the one hand, and of the Soviet 
Union and the captive states on the other. (The captive states are 
sometimes called the satellite countries. They include Albania, Bul- 
garia, Czechoslovakia, Hungary, Poland, Rumania, and East Ger- 
many. The term “Communist bloc” is included in the glossary only 
for the purpose of making clear the region to which that term refers 
when it is used in the text.) 

The study examines the changes in total economic activity, in the 
availability of resources, in structure and organization, and in the 
economic interrelations of these countries over the period 1938 through 
1953. It indicates outstanding current problems and, where possible, 
the orders of magnitude of probable growth to 1970. 

The focus of this study on Europe in no sense denies the importance 
ot thoroughgoing analysis of the economies of other parts of the 
world, namely, Asia, Africa, Australasia, and Latin America. But 
Europe is an indispensable starting point. The countries surveyed, the 
United States, those of Europe, and the Soviet Union, embrace the 
great bulk of the world’s industrial capacity, and virtually all the 
world’s exportable surpluses of capital and technological skills, 
Hence, the progress of other portions of the world is substantially 
dependent upon the actions of these wealthier nations. Furthermore, 
independent Europe has been the testing ground of American pro 
grams of economic aid and cooperation, while captive Europe has been 
& principal arena of Soviet postwar imperialism. 

Finally, the statistics available for the areas herein under study, 
although far from satisfactory in many ways, are substantially better 
than those extant for most other parts of the world. In consequence, 
less uncertainty surrounds the discernment of rates of economic 


growth or of structural change than would be the case in the study 
of most other areas. 
The present study is subject to certain limitations. In the first 


place, time and available resources have precluded exhaustive re 
search. Primary reliance has had to be placed upon available sum 
maries by official and international bodies. These data, unfortunately, 
have proved deficient in many instances. A number of critical gaps 
have been filled by new research, in cooperation with various agen 
cies of the executive branch. This has been particularly so with regard 
to the national accounts of the countries of Eastern Europe. Other 
important gaps remain. For example, on no country of the Danubian 
basin (except Austria) has satisfactory national accounts informa- 
tion been discovered. Again, comprehensive, analyzed information 
on the economic aspects of education, research, and development. is 
lacking for almost all countries; also lacking is a serious comparative 
evaluation of the impacts of different systems of incentives and con- 
trols upon economic development. Thus, this study is primarily 
exploratory. 

Second, available statistical information, although better than in 
other areas, is subject to considerable error. Even in the West, dif- 
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ferences in definition, coverage, and statistical technique impose serious 
difficulties upon those seeking to make comp: arisons between coun- 
tries, and over periods of time. For the Soviet Union and the captive 

countries, these difficulties have been compounded, not only by the 
concealment of data, but also by the Soviet use of selective, distorted, 
or even false figures as an instrument of cold war. (See Stuart Rice 
et al.: Reliability and Usability of Soviet Statistics. The American 
Statistician, April-May, June-July 1953, and the attached staff paper, 
Soviet Statistics as an Instrument of Propaganda.) Extreme care 
must be exercised in order to avoid confusion between statements 
of goals or claims of accomplishment, on the one hand, and actual 
performance, on the other. 

Third, integration of the information on the various countries and 
groupings of countries has involved many problems of economic 
theory, some still unsolved. The concept of economic growth is ex- 
ceedingly complex, and there is no single index that can be used to 
measure it. Furthermore, economies are integrated phenomena, in 
which interrelationships are often more imports ant than absolute mag- 
nitudes. Because of limitations of time, only a few of these interrela- 
tionships have been traced. Neither has time permitted an adequate 
examination of the institutional characteristics of the economies under 
study. Much more analysis based upon reasonably complete economic 
models needs to be done. 

Fourth and finally, the economic factor is only one dimension of 
national strength and cohesion, and it is to this factor that the 
present study is confined. No consideration has been given to prob- 
lems of military potential or to those of economic mobilization. Re- 
sistance or susceptibility to political and psychological infiltration, 
and armed forces in being also fall outside the scope of the survey. 
For these reasons, it must not be considered as a series of vest-pocket 
estimates of national potential. Its role is much more modest. It 
is an introduction to an examination of the trends in the economic 
growth of the United States, of Western Europe, and of the countries 
comprising the Soviet bloc. 

The main findings of the report are brought together in the section 
entitled “Summary and Conclusions,” and in the summary tabula- 
tions. Following these sections are the main chapters which, in turn, 
are supplemented by the staff papers in which supporting details 
will be found. 

The departments and agencies of the executive branch of the Gov- 
ernment have been most helpful i in making available for consultation 
and review their many specialists on the subjects covered. Neither 
they, nor the individuals concerned, however, are responsible for any 
of the interpretations contained herein. To thank each person who 
rendered assistance by name is not feasible. 

This study was prepared under the immediate direction of Howard 
S. Piquet, senior specialist in international economics of the Legisla- 
tive Reference Service. Assisting on the study, all from the Legisla- 
tive Reference Service, were Elden FE. Billings, Mary R. Heslet, Hal- 
ford L. Hoskins, Armand S$. Miller, Jr., and John Kerr Rose. 
Demitri B. Shimkin, whose services the Bureau of the Census gener- 
ously made available, prepared sections of the report and acted as 
adviser to the project. Sergius Yakobson, Chief of the Slavic and 
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Mast European Division of the Library of Congress, also served in an 
advisory capacity, as did K. E. Olsoni, of the Library staff. 

The services of Abram Bergson, of Columbia University, and Greg- 
ory Grossman, of the University of California, in reading the report 
in its final stages are deeply appreciated. Even though they had to 
do the job hurriedly their suggestions have been most helpful. 

The committee staff expresses its deepest appreciation to Ernest S. 
Griffith, Director of the Legislative Reference Service, for effectively 
organizing the resources of the Service to meet the need for this report 
in the brief period between July and December 1954. Because of 
the speed with which it has been prepared it should be considered as 
an interim report. 

Grover W. Enstery, Staff Director, 
Joint Committee ox the Economic R: port. 
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GLOSSARY 


The free world All countries not in the Communist bloe 

The West Independent Europe plus the United States; Canada 
is included when specifically mentioned 

Independent Europe Western Europe plus Spain, Finland, Yugoslavia, and 
West Berlin 

Western Europe The European members of the Organization for Euro 


pean Economic Cooperation (OQBEC) : Austria, Bel 
gium, Denmark, France, Federal Germany, Greece 
Iceland, Ireland, Italy, Luxembourg, Netherlands 
Norway, Portugal, Saar, Sweden, Switzerland 
Trieste, Turkey, United Kingdom. 

Subgroupings, such as the European Coal and Steel 
Community, are defined when they appear 


Communist blo« Soviet bloc plus China, Mongolia, North Korea, and 
Vietminh. 

Soviet bloc Soviet Union plus captive Europe 

Captive Europe The 7 so-called satellites of the Soviet Union: Albania, 


Bulgaria, Czechoslovakia, Eastern Germany, Hun 
gary, Poland, and Rumania 


Minor exceptions in this terminology are noted in the text when they appear. 


iThe term as used here includes only those countries to which the Soviet Union har 


conceded a nominal nation status. This is not intended to overlook those captive states 
and peoples within the present claimed juristic orbit of the Soviet Union itself, such 
as the Baltic States, the Ukraine, ete. These latter do not at present constitute economic 


entities lending themselves to separate statistical treatment 
XI! 








TRENDS IN ECONOMIC GROWTH 


A Comparison of the Western Powers and the Soviet Bloc 


SUMMARY AND CoNCLUSIONS 


I. The present economic capacity of Western Europe, the United 
States, and Canada is significantly greater in terms of absolute mag- 
nitudes, diversity, and flexibility than the combined strength of the 
Soviet bloc. This conclusion emerges from comparisons of statistics 
relating to suci basic indexes of economic strength as manpower, 
agriculture, steel capacity, transportation, and power potentials. 

Although the population of the United States and Westrn 
Europe is larger than that of the Soviet bloc * and although it increased 
more rapidly than the latter in the period 1938-52, current and pro- 
spective changes in its age structure are less favorable. However, in 
recent years output per worker in the United States and Western 

urope has been increasing more rapidly than in the Soviet bloc. 

2. Inadequate output and low productivity per man in agriculture 
are major restraints upon economic development in the Soviet bloc. 
They are also significant restraining factors in France and the Mediter- 
ranean countries, but not in northwestern Europe nor the United 
States. 

In neither the Soviet bloc nor the Western countries do shortages 
of minerals appear to be limiting factors to economic growth so long 
as certain scarcer items can be obtained from outside. Their geo- 
graphical distribution and often their quality are better in the West 
than in the East. 

Although the Soviet Union has done a remarkable job in increas- 
ing its steed capacity, it has not been able to surpass the production 
record of the Western countries, notwithstanding primary emphasis 
in this sphere. Tonnage of steel produced in the Soviet Union con- 
tinues to grow at about the historical rate in the United States 40 years 
earlier. 

5. Generally speaking, Western Europe appears to be faced with a 
relative power shortage, arising primarily from difliculties in the rapid 
expansion of coal output, plus some tightness in generating capacity. 
There is evidence of increased demand for fuel in liquid forms. 
Atomic power, if it were to be systematically developed by either 
Western Europe or the Soviet bloc at relatively low cost, could alter 
the economic balance between the two areas quickly. 

6. Tremendous distances separate resources, manufacturing capac- 
ity, and consumption centers in the Soviet bloc. In consequence, the 
transportation requirements of the Soviet Union and the captive coun- 
tries, relative to national product, are greater than those of other pow- 
ers. They have been met principally by intensive use of rail capacity. 


1In this report the term “Soviet bloc” refers to the Soviet Union and the captive coun- 
tries of Eastern Europe. See glossary for definitions 
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The Soviet bloc does not have the diversity of means of transporta- 
tion at present possessed by the Western countries, and is notably weak 
in shipping. 

Il. Jn the period 19383, as a whole, the national product of the 
United States increased about three times as rapidly as that of inde- 
pe ndent Europe, and almost twice as rapidly as that of the Soviet 
Union. Toa substantial de gree, this diffe rence reflects the varying 
effects of World Warll. Between 1948 and 1953 the national product 
of the United States grew not quite 30 percent faster than that of 
inde pe ndent Europe and only two-thirds as fast as that of the Noviet 
Union. 

|. In the United States, the period 1938-44 was marked by the 
liquidation of unemployment and by the more intensive use of indus- 
trial capacity, as well as by low investment and marked resource deple 
tion. Substantial investment since the end of World War I, includ 
ing the development of new resources (domestic and foreign), not 
only consolidated wartime gains but set up favorable conditions for 
further growth, although at a slower rate. 

2. In the Soviet Union, the period 1988-53 was characterized by 
both unfavorable and favorable circumstances. The Soviet Union 
suffered heavy war losses in terms of human life and capital resources. 
Between 7 million and 10 million persons were killed, or died, in the 
armed forces alone. Metallurgy was hit with special severity, with 60 
percent of the prewar steel and aluminum capacities destroyed or 
damaged. In agriculture nearly half the horses and one-seventh of 
the cattle were lost. 

Counterbalancing these losses, to a varying degree, was the terri 
torial expansion of the Soviet Union. Also, it increased its labor in 
put through the lengthening of the workweek from a prewar 40 hours 
to a postwar 48 hours, through the more extensive employment of 
women, and through the conscription of 14- to 17-year-olds. It 
gained technologically through the free access of thousands of 
Soviet engineers to American industrial know-how; and it has 
enjoyed extremely large capital and raw material transfers, through 
lend-lease and through booty or tribute from its captive states. In 
1944 alone, more than a quarter of the entire mineral consumption of 
the Soviet Union came from lend-lease. 

. The war inflicted heavy human and material losses upon Western 
Ik urope also. Economie recovery after 1947 was rapid, in large part. 
owing to the Marshall plan and other mutual assistance programs. 

t. For these reasons, while no comparison between nations and 
through time is absolutely “fair,” the period considered is probably no 
“worse,” or no “better,” than others. The important fact is that past 
trends, by themselves, are poor guides to the future. Forecasts, if 
attempted, should be based upon concrete structural analysis. 

Ill. An examination of the various factors of production (growth 
of labor input, agriculture, housing, etc.) in the United States and in 
the Noviet Union today gives strong grounds for expecting that the 
absolute gap in the size of the 2 economies will widen over the neat 2 
decades, although the rate of growth in the Soviet Union might by 
somewhat higher than the rate of growth in the United States. 

IV. Economic ally, Western Europe has been growing somewhat 
more slowly since 1938 than has the Soviet Union, although its growth 
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has been more rapid than that of the captive countries. If the rate 
of growth of Western EF uro pe is not to fall even farther behind that of 
the Soviet Union it is necessary that certain “bottlenecks” be 
eliminated, 

Western Europe is a deficit area with regard to many raw mate- 
rials. For this reason its industrial activities must be centered upon 
imports, fabrication, and reexports. It is greatly dependent, there- 
fore, upon international trade, the expansion ‘of which is indispensable 
to further economic growth. 

The partial and imperfect integration of Western Europe tends 
to perpetuate the inefficient utilization of labor, capital, and natural 
resources. In the countries of Northwestern Europe economic growth 
has been limited by the shortage of labor (under existing technology). 
In the Mediterranean countries, where labor is more abundant, eco 
nomic development has been retarded by shortage of capital. 


Mes A major reason for the slow CCONOMAC pro Gress oT the captive 
countries of Eastern EF wre pe has been the tre me ndous drain of their 
1) CSOUPrCES by the Noviet Union. As in the Soviet Union, the weakest 


sector has been agriculture. 

The gain from captive tribute to the Soviet Union has been sub 
stantial, particularly in terms of war-sustaining resources, But this 
vain has been offset, in part, by the extra military and other security 
efforts on the part of the Soviet Union needed to prevent revolt in 
those countries. 

A reasonable forecast of the economic future of the captive coun 
tries is difficult, if not impossible. Demographic and resource factors 
are favorable in varying degrees in these countries. But political con 
ditions of crucial importance are unforeseeable. They include the 
extent of future Soviet exactions, the character and pace of industrial 
expansion required by the Soviet Union, the degree to which economic 
cooperat ion between the capt ive states might be permitted, the morale 
of the labor force, and even the continued existence of, say, Poland in 
its present boundaries. 

3. For these reasons, the captive countries, in the long term, may 
prove to be an economic drag upon the Soviet Union. 

Kg A Pe 7 capita pe rsonal consum ption in the United Ntates is Wore 
than ,0 perce nt highe r than it was be fore the wai . while in inde 
pe ndent Europe it has risen, on an average, by 11 percent. In contrast, 
per capita pe rsonal consumption in the Soviet Union and Poland is 
bare ly above the prewar lewe Le in other captive countries, eS pe cially 
East Germany, it is still below that level. Thus, differences in living 
standards between the East and the West have widened over the past 
1) years. 

VI :. Prior to the war Kast rn Europe aS MOTE de pe nde nt, trade 
wise, upon Western Europe, than Western Europe was dependent 
upon it. Since the war. trade between these two re gions has contracted 
greatly. 

In large part this contraction of trade has been caused by dis- 
tortions in economic relationships arising from the imposition of the 
Iron Curtain between the Soviet bloc and the West. 

The exportation of “strategic” goods from the West to the Com- 
munist bloc has been curtailed for reasons of military security. 


55767—55———-2 
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3. The reduction of imports into the Soviet bloc from the West has 
led to shortages of certain capital goods and raw materials, such as 
iron ore which, in part and at increased cost, has been met by greater 
domestic production and by greatly intensified intrabloc trade. 

4. One effect of the contraction of East-West trace has been the cut- 
ting off of Western Europe’s supply of certain raw materials from 
Eastern Europe, notably some foodstuffs, timber, and coal. The 
necessity of securing these materials from alternative sources has 
tended to accentuate the “dollar problem” of Western Europe. 

5. Meanwhile, Western Europe has been making substantial prog- 
ress in the lowering of many of its trade barriers. In general, the 
recovery and expansion of the trade of the West has paralleled the 
growth of national outputs. 

VIII. Careful consideration should be given, on the one hand, to 
the restraints on East-West trade that are important for direct mili- 
tary reasons and, on the other, to the desirability of cultivating friend- 
ship with the people in Communist countries via trade in nonstrategic 
goods. The line of demarcation between goods in each of these cate- 
gories and other goods should be drawn as cle arly as possible, , At one 
extreme is the possibility of cutting off all trade between the free world 
and the Communist bloc. At the other, is the possibility of encourag- 
ing the importation of needed raw materials from Communist coun- 
tries in exchange for consumer, as opposed to producer, goods. 

IX. The West has tremendous economic power whereas the Soviet 
bloc, through propaganda and unfulfillable promises, has been hiding 
its lesser economic strength. It is in the interest of the United States 
that these facts be made known throughout the world, particularly in 
underde ve lope ad areas. 

1. In accordance with their ideology, the leaders of the Soviet 
Union are trying to propagate the idea that the economies of the West 
are in decay. In pursuit of this goal, even patent falsehoods are 
circulated. 

2, Domestic statistics of the Soviet bloc are often misleading, with 
unannounced changes in definitions and caleulated omissions being 
customary practices. Complete fabrications appear to be exceptional, 
but careful cross-checking is always needed before accepting Soviet 
bloe data. 

X. The Communist bloc will continue intense efforts to increase its 
output, especially heavy industry, with little regard for human costs. 
In view of this fact, appreciation of the substantial successes of the 
United States and independent Europe, acting in close cooperation, 
in achieving both industrial expansion and better living is essential. 
Such cooperation, continued in the future, can serve as a basic weapon 
in the East-West struggle. 

1. Utilization of United States foreign trade policy as a positive 
means for strengthening the free world versus the Communist bloc 
should be considered. Expansion of trade among the countries of the 
free world would be one means of combating the trade overtures that 
the Soviet Union has been making in Western Europe and other parts 
of the free world. Special attention should be given to the trade rela- 
tions between Japan, on the one hand, and Western Europe and the 
United States, on the other, with a view to strengthening the economy 
of Japan. 





t« 


te 


TRENDS IN ECONOMIC GROWTH v0 


In Europe, the main task of aiding economic recovery has been 
endmaek although a few areas requiring direct assistance (notably 
Greece) remain. Technical problems of special importance for the 
western economies, such as atomic power and geriatrics, appear to be 
major fields for further cooperation. 

XI. Jé is important that the Western countries intensify their 
efforts in the field of education. The more immediate need is to train 
adequate numbers of scientists, engineers, and technicians. In the 
longer run, at 7s essential to keep raising the level of general education. 

XIT. Supe riority in economic stre ngth and economic grow th are 
desir able é nds é in themselwe 8, but the y do not assure politi ical and mili- 
tary security. In fact, an economy that is already largely mobilized 
for war can operate with great effectiveness, and for some time, against 
a considerably stronger economy that is not so mobilized. 

1. The present level of economic mobilization, in relation to national 
resources, is greater in the Soviet bloc than in the United States, and 
especially than in Western Europe. For this reason, the Soviet bloe 
can bring its full military strength into action more rapidly than can 
the W est. For the same reason, and because the total resources of 
the West are greater, the West can ultimately mobilize overwhelm- 
ingly greater economic strength than can the Soviet Union, given 
enough time to do so. 

The quality of economic goods in the Soviet Union varies greatly, 
belt at its best in military and war-supporting goods and at its 
poorest in consumer goods. However, under an authoritar a: econ- 
omy, like that of the Soviet Union, poorer grade goods can be kept 
in use much longer than they would be under a competitive economy. 

3. An authoritarian state, by virtue of the fact that it is a dictator- 
ship, can act quickly, without having to engage in extended internal 
debate and discussion. For a time, at least, this power to utilize “sur- 
prise” tactics might counterbalance relative economic weakness. 

4, Although the ultimate determinant of the outcome of a long war 
usually is economic superiority, a strong economy can be held at bay 
during the initial stages of a war by a country whose economy is less 
strong, but mobilized for military action. This is especially the case 
when ; important new types of military weapons are available. Peace- 
time economic strength, in and of itself, therefore, is not a measure 
of military posture. 
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PART ONE: CHANGES IN IMPORTANT ECONOMIC 
INDICES 


The Prese nt ec onomic capacity of We stern Europe o the United 
States and Canada is significantly greater in. terms of absolute magni- 
tudes, diversity, and flexibility than the combined strength of the 
Soviet bloc. This conclusion emerges from comparisons of statistics 
relating to such basic indexes of economic strength as manpower, 
agriculture, steel capacity, transportation, and power pote ntials. 


CraptTer [. PoPpuLATION AND MANPOWER 


Although the population of the United States and Western Europe 
is larger than that of the Soviet bloc) and although it increased more 
rapidly than the latter in the period 1938-52, current and prospective 

chana s in its age structure are less favorable. THowever. in recent 
years out put per worker in the United States and Western Europe has 
bee Nn INCPEASING More rapidly than in the Noviet bloc. 

Population density ranges from 210 persons per square mile in 
Europe to 24 per square mile in the Soviet Union. If Canada and 
the United States are considered together, the density of population in 
North America is slightly less than in the Soviet Union and about one- 
tenth that of Europe. Tlowever, open lands do not provide the only 
room for growth. It is notable that in two of the countries in which 
population is most dense (Belgium and the United Kingdom) stand- 
ards of living and productivity of workers are relatively high. 

The population of Western Europe and of the United States grew 
during the war decade (1938-48), notwithstanding war losses. The 
population of the Soviet Union gained also, despite greater war losses, 
partly at the expense of the captive countries of Eastern Europe 
where population declined. In the 14-year period 1938-52 the popu- 
lation of the Soviet Union increased about 9 percent. In the same 
period the population of Western Europe also grew 9 percent, whereas 
in Eastern Europe it actually declined 4 percent (12 percent if East 
Germany is excluded). 

The population of the Soviet Union at the end of 1953 was approxi- 
mately 212 million, compared with about 280 million in Western 
Kurope and 161 million in the United States. Captive Europe’s 92 
million make a Soviet bloc total of 304 million compared with 441 
million in the West. 

POPULATION STRUCTURE 


In the more advanced countries of the free world death rates have 
been declining for some time. Indeed, one of the outstanding char- 
acteristics of European and other “western” nations is the “aging” of 


1 See glossary. 
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their populations. It has been estimated that in Western Europe 
the proportion of persons 65 years of age, or over, will increase during 
the next 50 years from its present level of 10 percent to between 15 
and 17 percent. 

The death rate in the Soviet Union has fallen from about 19 per 
thousand before World War II to about 12 per thousand at the present 
time. An official, although doubtful, claim places it as low as 8.9 per 
thousand. (In Denmark, for example, the death rate is 9.5 per 
thousand, in Sweden 9.5, in the United States 9.6 and in the United 
Kingdom 11.3), 

Since World War II, birth rates in the West have risen. This 
phenomenon, together with the increases in the upper age groups, 
has resulted in relatively small gains in the working-age groups. 
This is a trend that will probabry persist until 1960 when the “war 
babies” start entering the working force. 

In the Soviet Union there was an upsurge in survival rates just 
before World War Il. The age groups born then are now entering 
the labor force in large numbers. This fact, together with the smaller 
proportion of aged people than in the West, has resulted in a more 
favorable relationship between population in the productive age 
group and dependents than in the West. 

The situation in the captive countries tends to reverse the position 
in terms of the Soviet bloc, since war losses, expulsions, and refugee- 
ism have reduced the numbers in the working-age groups and high 
postwar birthrates have increased the proportion of dependent chil- 
dren, 

LABOR FORCES 


Generally speaking, the losses occasioned in Western Europe by 
the war were outstripped substantially by the natural increase in 
numbers. The number of people available for productive labor was 
somewhat higher in the immediate postwar period than it had been 
before the war. In 1948, after industrial production in Europe as 
a whole had regained its prewar level, European industry employed 
nearly 10 percent more people than in 1938 

Important segments of European industry were working far below 
capacity owing to irregular supplies of raw materials and other pro- 
duction bottlenecks. Since output per man was low it was natural 
that, as the bottlenecks were broken, big increases in output should 
materialize without corresponding increases in employment. In the 
four year period 1948-52 industrial production in Western Europe 
increased 50 percent, an accomplishment that was made possible by a 
40-percent increase in output per man together with a 10-percent in- 
crease in employment and a slight lengthening of the workweek. The 
labor forces of the OEEC countries totaled about 125 million at 
the end of 1952. 

The war seriously affected the working population of the Soviet 
Union. One-fourth of all males between the ages of 25 and 44 prob- 
ably perished. Productivity declined seriously in many sectors, al- 
though it increased again as the economy was converted even more 
completely toa wartime basis. Working hours were increased shar ply 
during the war and the proportion of women in urban employment in- 
creased from 38 percent to 53 percent (the highest wartime participa- 
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tion of women in the United States was 39 percent). It was by virtue 
of such measures, together with the evacuation of men from German- 
occupied territories, that the Soviet Union was able to mobilize 30 mil- 
lion men and 5 million women to maintain its armed forces and to re- 
place 20 million war casualties. 

By the end of the war the economy of the Soviet Union had sunk 
to a low level. Living standards had fallen drastically, with con- 
sumption goods and housing being particularly hard hit. During the 
fourth 5-year plan (1946-50) the hee force apparently surpassed the 
prewar level. Some 7 million workers were added to the non- 
agricultural labor force, an accomplishment made possible through 
partial demobilization, continued labor conscription of 14- to 1T- 
year-olds, and the forcing of women into the factories. 

Current estimates indicate that the employable labor force (persons 
15 years of age and over) in the Soviet Union at present numbers be- 
tween 105 and 110 million persons, compared with about 95 million in 
1940. Between 75 and 80 percent of all males and females 15 years 
of age or older are probably in the labor force. 

The comparable figure for the United States is 58 percent, or, 
in 1953, a labor force of about 67 million persons. The comparable 
figure of 1939 was just under 56 million. The difference is ac- 
counted for principally by the higher employment rate of women in 
the Soviet Union (about 55 percent compared with 33 percent in the 
United States) and the smaller numbers attending school on a full- 
time basis in the Soviet Union than in the United States. 

From 50 to 55 percent of the labor force of the Soviet Union is still 
engaged in agriculture. Of the Soviet civilian nonagricultural labor 
force, a little more than one-third is in government, commerce, edu- 
cation and other services. About 70 percent of all industrial workers 
are employed in heavy industry, which itself accounts for about 70 
percent of total industrial production. 

In 1937 the Soviet workweek was 40-41 hours. Today a workweek 
of 48 hours is compulsory. By way of comparison, the median work- 
week in Western Europe is 45 hours and in the United States, in man- 
ufacturing, it is 40 hours. In captive Europe, a 6-day week is re- 
quired by law which implies 46 to 48 hours as the minimum. 

With certain exceptions, the seven captive countries of Eastern 
Europe had predominantly peasant economies down to the end of 
World War II. As in the Soviet Union, a large percentage of the 
labor force is engaged in agriculture. (A large proportion of the 
population of the southern countries of independent Europe is also en- 
gaged in agriculture. In northwestern Europe, on the contrary, agri- 
culture generally employs smaller proportions, while in the United 
States only 11 percent of all employed persons are so engaged.) 

The additional manpower needed to carry out the industrial plans 
of these sovietized countries has been drawn primarily from the pool 
of handicraftsmen and impoverished farm workers. Strong mobili- 
zation measures have been enforced, and women and minors have 
been forced by economic pressure to enter industry, trade and office 
work. Recent estimates indicate that as many as 8.5 million people 
in the captive countries are now engaged in industrial employment. 

Emphasis upon heavy industry has been accomplished at the ex- 
pense of the production of consumer goods. The effect on the peas- 
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ants who have been transferred from agriculture to industry often 
has been severe. The lost advantages of living in the country, it has 
been stated, have not been compensated by the purchasing power of 
their wages in the cities. Their wages often are too low to sustain a 
minimal level of living by American standards. 

It did not take long, after they fell into the Soviet orbit, for the 
captive countries to reach conditions of near-total labor mobilization. 
Skilled workers have been so scarce that even in relatively well- 
equipped industries production has been low, judged by western stand- 
ards. The undertraining of youth was another heritage of war, which 
is still felt in terms of low labor productivity. 

One important, but frequently overlooked, aspect of rural societies, 
such as those in the Soviet orbit, is underemployment. Because of 
the manner in which the sovietized governments report unemploy- 
ment, it appears that there is no such phenomenon in any of those 
countries. The fact seems to be, however, that absenteeism, together 
with worktime effort spent in seeking the necessities of life through 
a maze of bureaucracy, contributes to a sort of “planned economy” 
underemployment. It is impossible to measure such underemploy- 
ment but it is probable that it is considerable. 

Forced labor, as differentiated from forced settlement or any of the 
other punitive labor measures, undoubtedly has involved several mil- 
lion persons in the Soviet Union at any one time. The numbers in- 
volved in East Europe are even more problematical. However, it is 
clear that exploitation of otherwise untapped resources in vast areas 
of the Siberian north and far east, carried out under the MVD, de- 
pends upon the use of concentration-camp labor. 


PROJECTIONS FOR WESTERN EUROPE 


The population of Western Europe alone is considerably greater 
than the population of the Soviet Union. If the non-OEEC countries 
are included in the comparison the population of independent Europe 
is even greater than the total population of the Soviet Union and all 
the captive Eastern European countries combined. Before the war 
the population of the OEEC countries totaled 247 million. By 1954 
it had reached almost 280 million. 

The Economic Commission for Europe has called attention to the 
widening of the gap between the level of economic development in the 
industrialized regions in northern Europe (where industrial growth 
has been rapid and unemployment and underemployment have grad- 
ually been eliminated) and that in southern Europe where industrial- 
ization has been hampered by poverty, population pressure, and un- 
employment. The Commission estimates that population trends over 
the next decade probably will be such as to result in a further widen- 
ing of this gap 

In the highly industrialized countries of Western Europe, by way of 
contrast, the rate of increase in the population of working age is 
already lower than in the southern countries and it probably will 
decline even further. It is probable, for example, that in the United 
Kingdom the working population will become about as stable as the 
French population is now and, unless there is a new migration wave 
from the East, the working population of Western Germany will in- 
crease more slowly than heretofore. 
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According to the Keon omic (Commission for Kurope, the re will be 
far greater possibilities for expansion of industrial output in Western 
Europe, notwithstanding smaller increases in the working-age popula- 
tion, than in southern Europe, where population pressures make 
such expansion more urgent. If, however, industrial production 
should lag in northwestern Europe, the situation in southern Europe 
will be even more serious since that area depends so heavily upon 
exports of raw materials and foodstuffs to the northern countries. 


PROJECTIONS FOR THE SOVIET UNION 


It is eee ye ete that the population of the Soviet Union is increasing 
at about 1.5 percent per year. Estimates of the population of the 
Soviet Union in 1970 range from 244 million to 282 million. In the 
next 20 years, the entry of males into the employee category will at 
least double in number. The increase in the nonagricultural labor 
force (both male and female) during the decade 1950-60 may not be 
as much as 50 percent, even if the armed forces remain as large as at 
present. 

These projections seem to indicate that the populat ion of the Soviet 
Union will not equal the present size of the population of the OKEC 
countries until 1970. The projections also indicate that about the 
same percentage of the population of Western Europe will be in the 
working-age group 15-64 as in the Soviet Union (66 percent in com 
parison with 67 percent). 

Direct comparison of these figures is subject to some qualification, 
however. In the first place, apparent equality may not be reflected in 
the proportion of persons engaged in actu al production (especially 
marked in the case of women): and the potentialities for une mploy- 
ment and underemployment in the Western European countries, par- 
ticularly in southern Europe, should be taken into account. Also, the 
level of general economic development will be important. 

Some interesting projections have been made? of the future growth 
of the pth sc age groups (15-54 vears) of the Soviet Union for the 


pel een ng 1970. Death rates are generally low and probably will 
not change greatly, assuming no major war. 


Che projections indicate that for the period 1950-70 the total number 
of persons in this age group in the Soviet Union will increase 28 
percent. In the United States an increase of 22 percent is indicated. 
The mi irgin between the two countries will be greatest in 1970 with 
146 million workers aged 15 to 54 in the Soviet Union compared with 
103 million in the United States. 

It should not be in ns however, that the relative number of 
workers is the sole criterion of labor in put, as far as the economy as 
a whole is concerned, any more than that the number of males in the 
prime military age bra ket is the sole criterion of comparative mili- 
tary strength. The low quotient of machine-power per worker in the 
Soviet Union in the past has resulted in a percentage increase in 
total output only shghtly in excess of the percentage increase in 
the s1z7e of the labor for e. The United States, on the other hand, has 
increased the productivity of American industrial workers by half 


nks are due Eugene M. Kullischer and Michael Roof for permission to use these data. 
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in the past 15 years and there is no apparent reason why this trend 
should not continue. 


PROJECTIONS FOR THE CAPTIVE COUNTRIES 


The population of the captive countries of Eastern Europe as a 
whole (91.6 million in 1952) apparently will not reach its prewar level 
of 96 million before about 1956. By 1970 the regional total should 

reach about 99 million. 

A striking projection is the comparatively low proportion of popu- 
lation that will be ine luded in the working ages, 15 years and over 
(slightly over 62 percent in comparison with 66 and 67 percent for 
Western Europe and the Soviet Union, respectively). The principal 
reason for this forecast is the expected continuation of higher birth 
rates in the eastern countries, which means a population containing a 
relatively high proportion of children. This is in marked contrast to 
the “aging’ ’ of western populations. 

Eastern E uropean countries, whose economies (except for the 
special case of Czechoslovakia) have vegetated in conditions not un- 
like those prevailing in parts of southern Europe, are making a con- 
centrated effort to escape stagnation by rapid industrialization. The 
reports of the Economic Commission for Europe indicate that, al- 
though this industrialization has abolished much urban unemploy- 
ment, it has not made much of an impression upon “surplus” man- 
power in the rural regions. 

The population of the Soviet bloc appears destined to outgrow 
that of independent Europe, thereby narrowing the difference in popu- 
lation between it and the West. Trends in age structure may also be 
more favorable to the Soviet bloc, because of forthcoming gains in the 
Soviet Union. Increases in productivity of western industrial labor 
forces, and extension of working life, seem the likeliest means by which 
these gains may be offset. 








Cuaprer II]. AGricutrure anp Foop Supriy 


Inadequate output and low productivity per man in agriculture 
are restraints upon economic development in the Soviet bloc. They are 
also significant restraining factors in France and the Mediterranean 
countries, but not in northwestern Europe nor the United States. 


AGRICULTURAL PRODUCTION 


European agriculture was seriously dislocated and disorganized by 
the war, even though the damage which it suffered was less than that 
suffered by certain other sectors of the economy. Economic and 
financial aid from abroad—under lend-lease, UNRRA, and the Mar- 
shall plan—compensated for some of the more serious deficits in food 
supply and assisted in rehabilitating the agricultural production 
plant. 

Available statistics suggest that there has been a remarkable re- 
covery over wide areas in European agriculture since the early post- 
war period, but a serious lag in the captive area. From the compara- 
tively low levels of wartime and early postwar years, Soviet agricul- 
ture has recovered to a level little, if any, above that of prewar. 


Independent Europe 


Agricultural production in Western and Southern Europe in 1947- 
£8 was only about four-fifths as high as it was before the war. Be- 
tween 1948 and 1950, however, owing in part to the foreign-aid pro- 
gram, it recovered rapidly. By the close of 1950-51 gross agricultural 
production in independent Europe was about 15 percent higher than 
it was before the war and so had regained the approximate per capita 
level of prewar.’ Livestock production kept pace and, by 1950-51, was 
10 percent higher than before the war (1934-38). 


Indezes of agricultural production in OFEC countries 


| 


Total net output | Total net output 
Period | for human con- of livestock prod- 
sumption ucts 

Prewat 100 100 
1947-48 | 86 80 
1948-49 97 88 
1949-50 106 103 
1950-51. . 114 110 
1951-52... 117 113 
1952-53 | 122 118 


1953-54 (preliminary) 129 | 123 


Since 1950-51, however, the rate of agricultural expansion has 
slowed down. According to the Food and Agriculture Organization, 
agricultural production in northwestern Europe increased by 2 percent 
in 1952-53, more than keeping pace with the rate of population growth. 


® Prewar, in this discussion of agriculture, unless otherwise indicated, refers to 1934-38. 
These data are from the OPEC; data from the FAO on agricultural production tend to be 
somewhat lower. 
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In Mediterranean Europe, agricultural production has tended to lag 
and crop yields, on a per-hectare basis, are still below the prewar level. 
The highest rate of increase in gross agricultural production was in 
Turkey. where output in 1953-54 was 70 percent higher than before the 
war, but that country in 1954 suffered a severe setback. Other coun- 
tries in which production increased by 20 percent, or better, as com- 
pared with prewar according to the OEEC preliminary figures for 
1953-54 were: 


Percentage Percentage 

tnerease increase 
United Bameeomis il OST Portal iis i 28 
OR i ct insti 2h oi oa acetate CO RS nis 3 sg ngsash bgtheapieseepione 24 
Rh hi hcceginc te hisgihite wiceteneeee Rr 24 
i ts ark ciao arian Ge OO io cineca ingen genie 24 


Countries in which agricultural production increased by 10 to 20 
percent were 


Percentage Percentage 
increase tm rease 
Germany (Western) -._..-...--__ Se OU MTN oes ceeieceoseiencrvecieeal be Se 
Se ee ee ee EO | Ueto ce Co 13 
Pee ecco 2 18 
Ireland, Spain, and Yugoslavia showed increases of less than 10 
percent. 


(These increases, of course, do not indicate the absolute levels of 
production from which recovery began. ) 

Notwithstanding such vicissitudes of nature as the exceptionally 
wet harvesting season in the summer of 1954, increases in agricultural 
production have been gratifying for much of the area and domestic 
production per capita is above prewar. Famine is nowhere in sight 
in independent Europe. 

Nevertheless, independent Europe is, and undoubtedly will continue 
to be, a food- and feed-deficit area. But this is not too important as 
long as the New World is faced with continuing surpluses of several 
important foods, the sealanes remain open, and trade arrangements 
continue to function. 

Agriculture in independent Europe, thanks to wider adoption of 
modern technology, appears to be nearer to its practical ceiling of 
production than are either Eastern Europe or the Soviet Union. That 
is, the base from which advances will be made is already comparatively 
high i in parts of the West, raising the question of biological limits as 
well as diminishing returns, economically. 

The Soviet Union 

Based on official statements, which in the opinion of American 
students of Soviet agriculture overestimate the degree of recovery, 
gross agricultural production in the Soviet Union was about 6 percent 
higher in 1949 than in 1940. In 1950 it was 14 percent higher than 
1940, but by 1952 it had dropped to about 110 percent of the 1940 base.* 

One authority on the Soviet Union (Timoshenko)* says that— 

* * * in any event agricultural production is the tightest bottleneck for Soviet 


economic expansion and one that may become an important obstacle to further 
rapid industrialization of the Soviet Union. 





4 These are official data. Some American experts on the Soviet Union consider them over- 
— and exaggerated; they hold that such production is little, if any, in excess of 
the prewar level. 

5 Timoshenko, V. P., New Soviet Economic Plan: Its Agricultural Aspect, Journal of 
Political Economy, December 1953, pp. 489-490. 
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Some observers conclude that Premier Malenkov’s speech to the 
Supreme Soviet in August 1953 and several other speeches and follow- 
up pronouncements indicate that the Soviet Union is reorienting its 
policy with regard to agricultural production. Others see in the pro- 
nouncements and developments merely another of the several pana- 
ceas which have come along year after year, in an attempt to obtain 
larger amounts of badly needed production, despite the inefficiency of 
the collective farm system without changing and correcting it. 

Foreign observers and students of Soviet agriculture have doubts 
as to the likelihood of success of the new agricultural program, par- 
ticularly as to whether it can be done on time. Creating considerably 
larger amounts of food for the population, in itself, probably is an 
achievable goal. But whether, at the same time, an abundance of raw 
materials for light industry can be created is doubtful. 

Captive Europe 

Recovery of agricultural production in the captive countries of 
Eastern Europe continues slowly. On a per capita basis, output is 
thought to be lower than before the war. Production of livestock 
continues to lag behind other production. 

Before the war, Eastern Europe was a moderate food-surplus area, 
with the bulk of the population engaged in agriculture. As a matter 
of governmental policy, until recently, most of these countries have 
placed such importance upon industrial development, particularly 
heavy industry, that they have been draining labor away from agri- 
culture in order to divert it into industry. Incentives to increase 
agricultural production apparently have been discouraged by high 
taxes and required deliveries. 


AGRICULTURAL RESOURCES 
Land 

In total territory the Soviet Union, 2.2 billion hectares (or 5.4 
billion acres *), is immensely larger than all Europe, minus European 
Russia, about 500 million hectares (1.2 billion acres), and is hea 
10 times larger than Western Europe. In fact, the area of the Soviet 
Union is not much smaller than the total area of all of North and 
Central America (2.4 billion hectares or 5.9 billion acres). The area 
of continental United States is only 783 million hectares (1,935 mil- 
lion acres). 

Total land area, however, is not synonymous with agricultural land 
resources, either present or potential. With regard to arable land 
only, the relative areas in 1947 were as follows: 

Soviet Union: 225 million hectares, including fallow land and 
orchards (556 million acres). 

All the rest of Europe: less than 150 million hectares (371 mil- 
lion acres), of which less than 40 million hectares are in captive 
Europe. 

United States: 177 million hectares (437 million acres). 


*One hectare is equal to approximately 2.47 acres; 640 acres, or about 259 hectares, 
equal 1 square mile 





TRENDS IN ECONOMIC GROWTH 27 


The possibilities of increasing the supply of arable land through 
drainage, clearing, and other improvements, are greater in Eastern 
Europe than in Independent E urope. There is considerable unpro- 
ductive and uncultivated land in Eastern Europe which, through 
drainage projects and irrigation, could be transformed into arable 
soil. Allowing 1 hectare per person, and 5 persons per family, it is 
estimated that this would be sufficient to accommodate 1.5 million 
peasant families. Of the total, more than 1 million such hectares 
of land are in old Poland (now Soviet territory). 

It is in the Soviet Union, however, that increasing the supply of 
arable land is most important in estim: iting the future. The 8.5 mil- 
lion square miles of Soviet territory account for roughly one-sixth of 
the total ice-free land surface of the earth. About 30 percent of the 
territory of the Soviet Union is either so cold, or so dry, that it is barred 
from agricultural use. Another 29 percent of the area is so deficient 
in soil quality as to be unusuable. It has been estimated by the econo- 
mist Colin Clark that the Soviet Union has only about 70 percent as 
much “standard farmland” as the United States. Some of the forest 
land (29 percent of the total), however, could be converted to agri- 
cultural use, as could some of the dry steppe. 


Agricultural labor 

In both Eastern and Southern Europe, as well as in the Soviet 
Union, agriculture requires the labor of fully one-half the total 
population. In northwestern Europe, on the other hand, less than one- 
fifth of the population is so engaged, and in the United States less than 
one-sixth. Furthermore, yields and labor efficiency in agriculture 
are so low in the Soviet Union and in Eastern Europe that the out- 
put is insufficient to provide adequately for the needs of the popula- 
tion. Meanwhile, living standards make only slow progress. 
Although that population appears to constitute a large reservoir of 
possible industrial labor, its availability for such purposes is slowed 
down by inability to produce the agricultural output needed through- 
out the economy. Before the war, the productivity of the average 
Soviet farmworker was estimated at about one-fifth that of the 
average farmworker in the United States. 


LAND UTILIZATION 


In the countries of Eastern Europe there is still some possibility of 
bringing new land under cultivation. West of the Lron Curtain, 
however, in order to increase the supply of agricultural land it is 
necessary to take land away from other uses. For example, in the 
United Kingdom permanent grasslands have had to be broken up in 
order to plant potatoes and rotation grasses. 

Eastern Europe has been curtailing the growing of grain in favor 
of industrial crops. The production of sugar beets, for example, has 
been expanded in many areas since the war, particularly in East 
Germany. 

In the Soviet Union increased emphasis in the early postwar period 
was given to the sowing of grasses and other nongrain feed crops. 
More recently there has been increased emphasis on grains for food 
and feed. Crop, as well as livestock, yields ons are no greater 
than they were before the war. In fact, there is some reason to 
believe that they are lower. 
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AGRICULTURAL ORGANIZATION 


With the exception of the Soviet Union, the peasant and the family 
farm are still basic in the economic organization of the area, though 
collectivization has proceeded part way in Eastern Europe. 


Independent Europe 


In much of independent Europe greater efficiency in agriculture is 
rr. by the following three major organizational problems: 

A high degree of farm fragmentation. Farmers waste much 
tim in traveling from the villages in which they live to numerous 
small fields consisting of scattered strips, or bits, of land. This 
system makes the use of modern agricultural machinery difficult. 

The autarchy favored by certain governments in some degree 
aoe to perpetuate inefficient produc tion and to decrease the incentive 
for self-help and increased efficiency. 

The narrowness of the market. Wide markets make for greater 
effici iency. Thus far, attempts to integrate the markets for the agri- 
cultural products of Western European countries have not been 
successful. 

Eastern Europe 

Prior to World War II, agriculture in Eastern Europe (excepting 
Hungary, where large estates remained spencers) was based upon a 
peasant economy. Since World War II, the countries of Eastern 
Europe have been shifting to the Sov Ee oa of agricultural organi- 
zation. Unlike the Soviet Union, however, private property still 
prevails in most of these countries, even though the peasant owners 
are tied into the planned economy by a system of compulsory de- 
liveries. Somewhat the same problems, particularly of lagging pro- 
duction of livestock, exist as in the Soviet Union. 

The Soviet Union 

Until recently, the goal of the Soviet Union has been to organize, 
capitalize, and develop the agricultural economy so as to release mil- 
lions of farmers for work in industry and, at the same time, to provide 
food for the cities and raw materials for industry. The present or- 
ganization of agrarian collectivism began as early as 1928 with the 
launching of the first 5-year plan. 

Soviet agriculture is organized along socialized lines, although 
alongside the socialized sector is a relatively small private sector. 

The bulk of the socialized sector consists of about 90,000 collective 
farms (kolkhozy) and it is on these farms that 70 percent or more of 
all naiaclbere’ products are grown. Associated therewith are the 
machine-tractor st: itions, each serving several collective farms with 
such major machinery as is utilized on a custom-work basis. These 
stations are also a powerful arm of Soviet assistance, management, 
and control. 

Before the war there were as many as 254,000 collective farms in the 
Soviet Union. Since 1950 there has been intensified consolidation 
of the collectives so that the number has been reduced. 

Also, within the socialized sector are about 5,000 state farms 
(sovkhozy) which are operated by hired workers and which produce 
more than 10 percent of total agricultural output.. Of minor overall 
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importance are a few miscellaneous farms that are operated as sub- 
sidiaries to industrial enterprises, hospitals, schools, et cetera 

The collective farms are nominally cooperatives formed by the 
farmers in particular areas either voluntarily or under compulsion. 
They operate on land belonging to the state and in theory they agree 
to operate cooperatively by electing a manager and by shar ing the 
work and the proceeds. In actual “fact, ver y little discretion is left 
to the membership. The individual farmer contributes assigned 
workdays and receives a residual of the physical product after 
payments to the MTS, etc., as well as a share of the money income 
derived from the sale to the state of fixed quantities of the product at 
fixed prices. 

The private sector, which is much smaller than the socialized 
sector, consists of the many small plots allocated to collective farmers 
(kolkhozniki) who devote their spare time as individual producers 
to such crops and livestock as can be produced on small plots. B»- 

sause of intensive labor applications they are relatively quite produc- 
tive and, although not much quantitative information is available 
regarding their output or its use, they are thought at times to account 
for as much as 20 percent of some vegetable and livestock products 
reaching the market. There are also a few peasants who remain as 
independe nt farmers (edinolichniki) on small plots of state land. 


AGRICULTURAL TECHNOLOGY 


Western Europe is far more abundantly supplied with tractors, on 
either an acreage or a manpower basis, than either Southern or East- 
ern Europe. In the United Kingdom, in fact, the proportion of 

tractors is about the same as in the United States. But some other 
pes of equipment highly useful in conserving agricultural produc- 
tion, especially refrigerated storage, is relatively scarce by United 
States standards in most of Western E hurope. 

Of the Eastern European countries, only Finland, Czechoslovakia, 
and Eastern Germany have such equipment in somewhat the same 
abundance, relative to land area and manpower, as do the countries 
of the West. The Soviet Union has more tractors per agricultural 
worker than does Eastern or Mediterranean Europe, although this 
is not the case with respect to the ratio of tractors to land in crops. 
However, Soviet tractors are probably used much more intensively. 

The substitution of tractors for draft animals is important, not only 
because it economizes labor, but also because it makes possible more 
timely carrying out of agricultural operations. It also releases land 
previously devoted to the raising of food for work animals to other 
agricultural uses. 

There has been a substantial increase in the use of chemical fer- 
tilizers in Europe since the war. In parts of Western and Mediter- 
ranean Europe some of this increased use can be attributed to the re- 
ceipt of direct economic aid from the United States under the Mar- 
shall plan. The fact is, however, that even in some areas that have 
not been recipients of aid, such as Spain and Finland, there also has 
been a substantial increase in the use of fertilizer. 

In Eastern Europe the use of fertilizers has not increased as rapidly 
as in the West. It is reported that in the Soviet Union practically 
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the entire supply of mineral fertilizers, considerably enlarged as com- 
pared with prewar, has been used in connection with industrial crops 
plus potatoes and vegetables. Southern and Eastern Europe also tend 
to lag, relative to the West, with regard to certain other aspects of 
agricultural technology, such as the scientific development of animal 
and plant genetics, crop rotation, and weed control. 





Cuaprer II]. Raw Marertats 


In ne ithe r the Novie t blac nor the Western count ies do shortages 
of minerals appear to be limiting factors to economic growth so long 
as certain scarcer items can be obtained from outside. Their qgeo- 
graphical distribution and of te n their quality are better in the ir, »8t 
than in the Kast. 

MINERALS 


The countries of Independent Europe, particularly those in the area 
of the Mediterranean, Teed e substantial quantities of important 
minerals, including mercury, sulfur, tungsten, zinc, lead, copper, and 
bauxite. 

Independent Europe, Yugoslavia, the Americas, Australia, and 
Africa, considered together, are in a strong position relative to the 
Soviet bloc with regard to nearly all minerals, whether considered 
on an absolute or on a per capita basis. The United States, a major 
importer and hence dependent on the sealanes for a few essential 
minerals, is nevertheless strong in its own production and outstanding 
in its processing facilities and use. 

The Soviet Union is in a strong surplus position with regard to 
several important minerals, ine luding chromite and manganese. The 
overall situation, however, appears to be one of dec ided imbalance. 

Nevertheless, the Soviet Union has much territory vet to explore. 
Such explorations are particularly important in the long run. In the 
shorter run there is the fact of technological lag, not only in geo 
physical exploration, but also in mineral recovery and ore dressing as 
well as in efficient metallurgical utilization which, for most items, 
suggests that the gap between the Soviet bloc and the West is even 
wider than might first appear on the basis of actual production. 


TEXTILE FIBERS 


Europe, the world’s major importer of cotton, produces very little 
of that raw material. The United States produces about 40 per 
cent of the world crop and is the leading exporter of raw cotton. 
Soviet production has been pushed diligently, to a level about one- 
third that of the United States. Nevertheless, both the Soviet Union 
and captive Europe have continued to import additional amounts 
and the Soviet is reported to export cotton also to captive Europe. 

Because of its extensive manufacture and exportation of finished 
woods, Western Kurope | is the world’s major raw wool importing area. 
Kastern Europe is more nearly self-sufficing but at a lower level of 
consumption. Both the Soviet Union and the United States import 
substantial amounts of raw wool; the U.S. S. R. now produces about 
one-fourth more than prewar and United States production has 
deelined by about one third compared with prewar, 


3l 
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Both the West and the Soviet bloc import jute. The Soviet bloc 
is a large producer of hemp and flax, but production is below prewar. 
The production of rayon (and some other synthetic fibers) has in- 
creased three or four fold in the West as compared with prewar. 
There is little evidence available on this matter respecting the Soviet 
bloe. 


FOREST PRODUCTS 


With the exception of the Northern countries and Austria, Western 
Europe (inc luding the Mediterranean countries) is a timber-deficit 
area. By 1953, in spite of reconstruction needs, it had barely man- 
aged to regain the prewar level of sawn wood production. 

Historically, Western Europe secured virtually all its needed im- 
ports of softwood forest products from the Soviet Union, the Baltic 
countries, Finland, Sweden, and Austria. Since the eastern part of 
this trade has been practically cut off, there has been a shortage of 
forest products in Western Europe. 

Before the war the forest reserves of the Soviet Union were al- 
most twice as large as those of Western Europe and the United States 
combined and there is no reason to believe that they are much smaller 
now. Because of climatic conditions, however, the trees grow slowly 
and many of the reserves are poorly located relative to population and 
industrial centers of the Sov let Union. Those reserves in the basins 
of rivers flowing into the Arctic Ocean and open only during a short 
summer season offer major problems of accessibility. 

Production of woodpulp, which has increased pale intially in the 
United States since before the war, has doubled in both the Soviet 
Union and captive Europe. In Western Europe it has increased 
slightly. Today, as before the war, Europe is a most important 
upplier of pulp and its products to other regions. Its pulp and 
paper industry suffered badly during the war and altho ugh it recov 
ered rapidly after the war, the output is modest compared with that of 
North America. 





CuHaApter LV. Sree. 


Although the Soviet Union has done a remarkable joh in inere Ising 
its steel Capac ity, it has not been able to Sur Pass the produc tion record 
of the Western countries, notwithstanding pi mar : emp nhasis in this 
sphere. Tonnage of steel produced in the Soviet Union continues to 
grow at about the historical rate in the United States 40 years earlier. 


The major emphasis of the Soviet economy, and of the captive coun- 
tries of Eastern Europe, has been on basic “heavy” industry. The 
record of the past 25 years seems to indicate that the countries 
comprising the Soviet. bloc have reduced Western Europe’s lead in 
heavy industry by about one-half and its lead in consumer industries 
possibly by one-fourth. 

Nothing is produced without steel and the availability of steel serves 
as a good indicator of the industrialization of an economy. Out- 
standing characteristics of steel production in the Soviet bloc coun- 
tries are rapid increase of output and progressive depletion of high- 
grade resources near existing centers of production. The West also 
has problems of depletion which are being met from outside sources 
with the advantage of relatively low-cost water shipment. The most 
notable development in the Western European industries is their 
recent reorganization in the six-nation pool of the Coal and Steel Com- 
munity (the Schuman Plan). 


PRODUCTION 


In the countries constituting the European Coal and Steel Com- 
munity there has been little increase in steel produc tion since 1929. In 
fact, there was a decline from 1952 to 1953. The shortfall between 
actual and anticipated production for 1953 was considerable in West 
Germany, France, the Saar, and Belgium-Luxembourg. Because of a 
slackening of demand for steel and certain types of steel products in 
these countries, works are no longer operat ing at capacity. 

In the United Kingdom and the United States there 3 was a steady 
increase in steel production along with the installation of large new 
capacities. Anticipated produc tion was reached in the United King- 
dom in 1953 but in the United States production was a little below 
advance estimates. Smaller Western European producers, including 
the Netherlands, increased their production, although anticipated 
goals were not always attained. 


33 








34 TRENDS IN ECONOMIC GROWTH 


TABLE 8.—Production of crude steel: Western Europe, Eastern Europe, the Soviet 
Union, and the United States 


{Thousand metric tons] 





Actual Anticipated 
1929 
1949 1952 1953 1953 1960 
Western Europe 

Coal and Steel Community ! 28, 686 41,816 39, 661 56, 000 
Other 2 19, 664 21, 557 2 23, 067 23, 455 28, 550 
Total 48, 350 63, 373 262,717 70, 005 84, 550 
Eastern Europe 2 5, 564 6, 976 10, 747 2 12, 350 12, 850 16, 950 
Soviet Union ‘ 5, 003 23, 300 34, 500 38, 000 38, 000 60, 000 
Total Soviet bloc . 210, 567 30, 276 45, 247 50, 350 50, 850 76, 950 

Ratio Soviet bloc to Western Europe 
(percent) 22 63 71 wO 73 91 
United States 57, 336 70, 742 84, 511 102, 000 108, 000 117, 000 
Total West 2 105, 243 118, 092 147,884 | 2 164,717 178, 005 201, 550 
Ratio Soviet bloc to the West (percent 10 26 30 31 29 38 
Includes France, German Federal Republic, Saar, Belgium, Luxembourg, Italy, and the Netherlands 

2 Estimate 


Includes Austria, Denmark, Finland, Norway, Spain, Sweden, Switzerland, Turkey, United Kingdom, 
and Yugoslavia 
4 Includes Czechoslovakia, Eastern Germany, Hungary, Poland, and Rumania 


Source: U. N., ECE, The European Steel Market in 1953, Geneva, January 1954 


The increase in steel production which has characterized the Soviet 
Union and East European countries since the end of the war was 
continued in 1953. On the basis of current reports, it appears that in 
the Soviet Union, Czechoslovakia, and Yugoslavia the planned figures 
are likely to have been attained but that in Poland, Kast Germany, 
Hungary, and Rumania, production was somewhat below the planned 
goals. The accompanying chart shows that the Soviet Union ts about 
40 years behind the United States and the leading Western European 
producers in terms of steel output. 

There is, in fact, a remarkable similarity between the tonnage 
growth of steel output in the Soviet Union since 1920 and the rate of 
growth of steel production in the United States and Western Europe 
between 1880 and 1915. If the Soviet Union should succeed in pro- 
ducing 60 million tons in 1960 its production will be greater than that 
attained in the United States in 1920 and the 40-year lag will be nar- 
rowed. If, on the other hand, Soviet steel production follows the line 
of what appears to be the longtime trend its production will be about 
equal to production in the United States in 19V0, 
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CHART I 


CRUDE-STEEL PRODUCTION IN THE UNITED STATES AND Four LEADING EUROPEAN 
STEEL-PROPUCING COUNTRIES (1880-1920), AND THE Soviet UNron (1920-60) 


{In millions of metric tons, logarithmie scale] 





4 


1880 1890 7 1900 t 1910 1913 1920 


(1920) 1930) 1938) (1940) (1946) (1950)1953) (1960) 


USA 1880-1920 
~ { leading European producers 1880-1920 (Belgium/Luxembourg, France 
Saar, Germany and U. K.) 
U. S. S. R. 1920-60 


NOTE European production in 1915 has been connects ip with production in corre 
sponding postwar territories in 1920 

Source: United Nations, Ex mic Commission for I »yM Phe Europe Ste M 
in 19538, Geneva, January 1954 


In reading the chart, the tendency ot the logarithmic scale to flatten 
the line for the more recent years should not be allowed to obscure 
the fact that United States production for 1953 would be too high to be 
shown on the chart or that total West European production in 1953 
exceeded the projection for the Soviet Union in 1960. Nor should 
the dotted line for projected Soviet production be related in any 
way to the dotted line which indicates wartime destruction in Europe 
between 1913 and 1920. 

There is no reason to believe that the Soviet Union will be more 
able than any other country, notwithstanding concentration of invest- 
ment on heavy industrial production, to avoid the shape of the genera] 
erowth eurve which is characterized by declining rates of increase. 


DSTOT—H5 4 
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COMSU MPTION 


Per capita consumption of steel in Western E urope stood at 195 

lograms in the Coal-Steel Community countries in 1953 while the 
other countries of the region used 143 kilograms per capita, resulting 
na Western European average of 169 oa. The captive coun- 
tries of Eastern Europe, taken as a whole, consumed 141 kilograms 
per capita which was much below the Soviet figure of 187 kilograms 
for 1953. The Soviet bloc average was 171 kilograms per capita. 
None of these aver: ages of appare nt consumpt ion comes near « sonsump- 
tion in the United States of 634 kilograms per capita. Sweden = 
the United Kingdom come closest with levels of 306 kilograms and 323 

loerams, respectively (in 1953). 

In the last 24 years, the most rapid rate of increase in steel pro- 
luction and consumption has been in the Soviet Union, as shown 
n table 9. 


rante 9.—Production and apparent consumption of steel in 1953: European Coal 
i Steel Community, other Western Europe, Eastern Europe, the Soviet 
ion, and the United States 


, 


Index }290 = 100 
Apparent consumption 
yn 
Actual > ‘ 
tonnag Per capita 
1 Lurope 
( ]-Steel Commun ill 129 109 
( 188 181 | 0 
tal 131 147 124 
I Europe 
( é intrie 222 212 202 
1 60 718 614 
178 19] 146 
| 
1 For countries included in the various groups see footnotes to table 8. 
N. ECE. The European Steel Market in 1953, Geneva, January 1954. 


It should be emphasized that the level of steel production and con- 
sumption in the Soviet Union at the beginning of this period was 
very low. Steel consumption per head, while near the European 
average in the Soviet bloc, is still considerably lower than in the 
major producing countries of Western Europe. Furthermore, steel 
production, which is a good index of the trend of consumption over a 
long period of time, has increased only slightly faster in the Soviet 
Union than in Western Europe and the United States during the com- 
parable period of rapid initial industrial expansion. 

On the other hand, the proportion of steel output which the Soviet 
Union can devote to governmental purposes probably will remain 
higher them in the West where consumer durable goods require a 
larger proportion of output, even during time of war. The classic 
case of Japan during World War II shows that governmental con- 
trol of even a small steel industry can be quite effective, for a time 
at least, even in comparison with a much larger industry in countries 
where civilian consumption is heavy. 
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STEEL CAPACITY 


High furnace heats, badly prepared refractories, ashy cokes, and 
similar detriments to good smelting practice limited the prewar utiliza- 
tion of steel capacity in Soviet mills. According to Shimkin,’ pig Hon 
output in 1937 reached 88 percent of nominal capacity, steel output 
only 86 percent of capacity, and rolled iron and steel products about 75 
percent of capacity. To all intents and purposes, postwar produc- 
tion has equalled practical capacity, comparable to the flow basis on 
which United States capacity is currently measured. The United 
States had indicated capacities for steel ingots and steel for castings 
of 90 million metric tons at the beginning of 1950, 107 million 
metric tons in 1953 and 113 million metric tons by the beginning of 
this year. Percentage of capacity used has been low at times, but not 
for the technological reasons which restrain the Soviet drive to use 
capacity in full. 


RESERVES OF RAW MATERIALS 


Supplies of rich iron ore available to producers in independent Eu- 
rope, particularly from Sweden, have recently been greater than 
their consumption. The leaner ores are under the immediate con 
trol of the producers and no difficulty of supply seems to exist. Coke 
supplies are now suflicient to meet demand, although the decline 
in the production of pig iron in 1953 contributed to the easing of 
the situation. Most scrap is plentiful but the ratio of pig iron to 
scrap in West European furnaces has been changing as a result of 
earlier predictions of permanent scrap shortages. 

The Soviet Union has plans paralleling those of the United States 
for extending its supplies of raw materials. High-grade ores near 
existing centers of production are approaching depletion on both 
sides. Our producers will have the advantage of comparatively cheap, 
long hauls by water from the new ore fields under development in 
Labrador, Venezuela, and Liberia while the Soviet Union must con- 
tend not only with overland haulage but the typical separation by 
great distance between ore and coal. Krivoi Rog is still the main 
source of ore. It produced 54 percent of the Soviet output in 1940, 
providing the basic ore supply for the south and supplementary sup- 
plies for the central region. It now must provide as well for the steel 
mills in Eastern Europe. The progressive worsening of Krivoi Rog 
ore has been a compelling reason to prospect and develop new iron 
and steel centers outside the south. Local ores are being increasingly 
substituted in other areas and Soviet technicians are doing intensive 
work to lower costs and improve quality under the handicaps of 
poorer local ores and diminishing supplies of good coking coal. 

The Soviet steel industry ordinarily consumes relatively little 
scrap. This is because, industrially speaking, the Soviet Union is 
a young nation and does not have a large supply of scrap from dis- 
carded capital equipment. In the U nited States such equipment pro- 
vides about half the scrap consumed by the steel industry. In the 


7 Shimkin, D. B., Minerals: A Key to Soviet Power, Harvard University Press, 1953. 
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Soviet Union the corresponding share is only about one-fifth. The 
United States, the United Kingdom, and Germany have in the neigh- 
borhood of four times as big a scrap fund in relation to the demand for 
it as does the Soviet Union. 

No area covered in this report seems in danger of running out of 
raw materials basic to the production of steel. The problem is one of 
going continually farther afield from the centers of production to find 
them. The Soviet Union claims enormous iron-ore resources but actual 
measured and usable reserves cover only a small fraction of these 
claims. The poverty of Eastern Europe in known reserves of iron ore 
contrasts with the greater resources of Manchuria and North Korea 
on the other side of the Soviet Union. 


rHE OUTLOOK 


The countries of the West will maintain a sizable lead in the ca- 
pacity to produce steel in the foreseeable future. They have the plant, 
the reserves, the resources, and the trained manpower to meet most 
expected future demands. The doubt that centers on the loss of mar- 
kets formerly available to European producers, such as the Asian 
countries, some of which are striving toward self-sufficiency, is bound 
up with future demand. Concern in the United States centers on the 
degree to which defense spending is vital to our steel industry. 

In Europe, the creation of the Coal and Steel Community has led 
toa common market and a move has been made toward the rationaliza 
tion of the price structure. Moreover, there is some prospect of in 
vestment coordination among steel producers. The Coal and Steel 
Community is subject to a serious limitation of power, however, in 
that there is little that it can itself do to stimulate demand for steel. 
Kast-West trade is not at present of major significance. In the long 
run, the outlook for increasing inciirect steel exports is better than for 
direct steel exports, 

In the Soviet Union, the present trend in ingot production should 
inake possible the fulfillment of the 1955 plan and the Stalin goal, 
now usually described as the aim for 1960. Continued high invest 
ment in the industry is to be expected, but continued expansion de 
pends, to a large extent. upon improved ore preparation and flow of 
raw materials. Attainment of Soviet goals depends also upon educa 
tion and traiming of personnel as well as the volume of capital re 
sources allocated for investment in the iron and steel industry. On 
the negative side, the main limitation is the worsening quality of Soviet 


coking coal and iron ore. 
THE UNITED STATES AND EAST-WEST BALANCE IN STEEL PRODUCTION 


A potential danger in the presentation of regional comparisons 
such as these is demonstrated by dropping, for a moment, the as- 
sumption that present international alinements will continue. Out- 
put in British Commonwealth countries and Latin America, on the 
one hand, and the obscure potentials of Manchuria, China, and North 
Korea, on the other, though significant, are omitted. Were the United 


States to stand alone against a Communist world which contained all 
of | urope and the Soviet Union. its 1953 production of 102 million 
metric tons of crude steel would be outweighed by the Communist 113 
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million metric tons. Our theoretical capacity (112.7 million metric 
tons at January 1, 1954), however, would be equai to that total. By 
1960, ignoring the changes in policy and effort that obviously would 
take place, our anticipated production of 117 million metric tons 
would be faced by a combined production of 162 million metric tons. 
That is to say, our production now would equal 90 percent of the 
combined output of our opponents and in 1960 only 72 percent. 

To reverse the im: Wwin: uy combination of regions, restoration of the 
captive countries to freedom would give all E ane a present level 
of 75 million metric tons steel produc _— - in 1960, assuming that 
present plans for heavy industry were to be retained, a combined 
capacity of about 101 million metric tons. On this basis. the Soviet 
Union alone would now have only 51 percent of all European output, 
and in 1960 would have 59 percent. The relation of the Soviet Union 
toa combination of Europe and the Unitied States would, of course, be 
even more unfavorable to her. Other combinations are en and 
more probable than the sweeping realinements imagined, but there is 
no point in speculating along such lines. 








CHAPTER V. Power Resources 


5. Generally speaking, Western Europe appears to be faced with a 
relative power shortage, arising primarily from difficulties in the rapid 
expansion of coal output, plus some tightness in generating capacity. 
T here is evidence of increased demand for fuel in liquid forms. Atomic 
power, if it were to be systematically developed by either Western 
Europe or the Soviet bloc at relatively low cost, could alter the eco- 
nomi balance betwee n the two areas quickly. 


The United States and Canada consumed 40 percent of all the 
world’s power in 1950. Europe consumed about 25 percent and the 
Soviet Union about 12 percent. In terms of coal equivalent, the 
energy consumption of the United States and Canada amounted to 1.8 
billion tons. In Europe it was 841 million tons, and in the Soviet 
Union 396 million tons. 

The total energy available in captive Europe, both before and since 
the war, has been about one-third that available in Western E urope. If 
this re is added to that available in the Soviet Union, the Eastern 
bloc as a whole had about three-fourths as large a supply of power 
as did Western Europe in 1950. 

Coal continues to be the major source of power in all three areas. 

In terms of present sources of energy, Western Europe seems to be 

eaded for a relative power shortage |: largely because of increasing dif- 
ficult ies of abundant and efficient coal production. Some experts esti- 
mate that Europe will require annually 2 billion tons of coal or its 
equivalent by 1980. Others estimate only 1,950 million tons for West- 
ern Europe in 1975. It is because of this likelihood and the evident 
difficulties in the way of meeting it from the usual sources that the 
development of power from atomic energy can be so important. That 
heavy industry, transportation, and the production of consumer goods 
generally depend, directly or indirectly, upon inanimate energy is self- 
evident. What is not so generally understood is that much of the 
heightened productive efficiency being sought in agriculture, as well 
as the greater productivity that is coming to rural villages, also are 
dependent upon power, principally from petroleum and electricity. 

The availability of fuel and power resources will, in large measure, 
determine the achievement of the planned development of the captive 
countries of Eastern Europe. Not only must these resources provide 
the energy for local development, but they also must make possible 
production of the surpluses that are required to be sent to the Soviet 
Union. 

To meet these requirements, the captive area has large resources of 
fuel and power, including abundant waterpower from the Danube, 
the Vistula, and other rivers. 

COAL 


Western Europe produces approximately one-third of all the world’s 
coal. North America now produces about one-fourth, and the Soviet 
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Union, together with the captive countries of Eastern Europe, pro 
duces about one-third. Production of coal in Western Europe appears 
to be moderately stabilized, whereas in the Soviet Union, with or with 
out the captive countries, production is still increasing. Production 
in North America has dropped from a higher wartime level to approxi 
mately its prewar level. 

The near-stabilization of coal production in Western Europe is 0 
‘asion for some concern, inasmuch as in 1951 and 1952 there was in 
the OEEC countries alone a difference of about 35 million tons be 
tween coal supplies from domestic resources and needs for current 
consumption and stockpiles. It is probable that this gap will con 
tinue into 1956. It can hardly be explained on the basis of comparative 
cost in view of the repeated failure to meet agreed targets. 

The United Kingdom 

The coal mines of the United Kingdom are now producing slightly 
less than the prewar average and 6-7 percent less than in the favorable 
year 1937. This is a serious situation because the exportation of 
coal could have contributed substantially to the earning of foreign 
exchange and because its relative scarcity has set limits upon postwar 
industrial recovery and expansion. 

Between the beginning of 1949 and the end of 1950 manpower ir 

sritish coal mines declined by about 40,000 workers. Even though 
it increased by almost 35,000 in 1952, and wages of miners had beet 
increased, production did not increase proportionately. Of great 
significance is the question of the organization of the British coal 
industry, including the problem of nationalization. Coal seams in 

sritain are generally thin and costly to mine. In 1954 coal titties 
tion was lagging behind demand, forcing the United Kingdom to 
increase its coal imports, to cut back its coal exports, or to fall short 
of meeting its industrial requirements for coal. 

Notwithstanding these difficulties, total British industrial produce 
tion increased 7.5 percent on the basis of only a 5-percent increase in 
coal consumption. 

The Ruhr 

Before the war the 1+ was second only to the Pittsburgh region as 
a coal-producing area. Each month it produced more than 10 million 
tons of coal, a yebelp total 3 times the production of France and more 
than the entire coal output of the Sov et Union. In terms of equivalent 
power, it was more productive than all the hydroelectric installations 
in the world combined. The coal mined there was of high quality and 
located in thick seams. 

Coal reserves in the Ruhr are still enormous. It is estimated that 
proved commercial reserves at less than 4,000 feet depth would sup- 
port the past peak rate of production for at least two centuries. 
Immediately following the war production in the Ruhr fell to about 
1 million tons per month, or to one-tenth of normal production. Re- 
covery, however, was rapid though production in 1953 was still short 
of 1938. But problems still remain. The productivity of labor con- 
tinues to be a troublesome question. In order to produce slightly less 
coal than was mined before the war a labor force 45 percent larger 
than prewar is now needed. 

In February 1953 the Coal and Steel Community was successful in 
bringing about the elimination of tariffs, import and export quotas, 
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and some discriminations regarding transport charges within the com 
mon coal market. Although the maximum price of Ruhr coal was re- 
duced, it is still costlier to other countries of the Coal and Steel Com- 
munity than coal imported from the United States. 
T he Noviet Union 

The aggregate reserves of coal in the Soviet Union are estimated 
at more than a trillion tons. Something like 90 percent of this coal 
is in the east, whereas about 90 percent of the iron ore and the popu- 
lation are in the western part of the country. Production appears 
to have increased by about 75 percent between prewar (130 million 
tons of coal and lignite in terms of coal equivalent) and 1950. Upon 
occasion the more westerly Donetz Basin and the Moscow Basin have 
exceeded production goals. 

Although the larger proportion of coal reserves are concentrated 
to the east, the reserves in the European part of the Soviet Union are 
substantial. 


The Sil sian area 

About 80 percent of the coal resources of captive Europe are in the 
Silesian-Ostravan area, formerly divided among Germany, Poland, 
and Czechoslovakia but held now by the 2 last-named countries. A 
decline in production during the war was rapidly overcome after the 
war was ended. By 1950 production reached 87 million tons (about 
the same as in 1937) of which about four-fifths was produced in what 
is now Poland. Since 1948 control of the mines has been from Mos 
cow. The labor force, however, is still mostly Polish. 

The target for coal production in captive Europe in 1955 is 133 mil- 
lion tons. If this goal is reached, it will exceed present and prewar 
production in the Ruhr, and present production in the Donetz Basin. 
It would, however, still be slightly less than wartime production in 
the State of Pennsylvania. 

The problems of coal production in this area do not revolve around 
resources, but rather around questions of capital investment and labor 
morale. Always present in coal mining is the problem of how to ap- 
portion labor between current output and the preparation for future 
production in the way of exploration, cutting new faces, et cetera. 

The most important — question which cannot be answered 
clearly is whether this area can meet the internal demands of the 

captive area, provide necessary exports to the Soviet Union, and still 
continue - export about 10 million tons of coal to independent Eu- 
rope. It is significant that shortages of coal and electric power are 
reportedly major factors in the failure of some industries in captive 
Europe to meet their official production quotas. 


PETROLEUM 


Petroleum is the most versatile and most sought after fuel resource. 
Western and Mediterranean Europe, which is a large petroleum-con- 
suming region, has practically no petroleum resources of its own. In 
fact, Europe as a whole produces less than 2 percent of all the world’s 
crude petroleum and consumes about 11 percent. Western Europe 
does control] substantial production overseas. 


® Peak production of 106 million tons was reached in 1943 by the Germans under the 
spur of war needs. 
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The Soviet Union, on the other hand, is the third largest petroleum 
producer in the world today. That country also has been a signifi 
cant exporter of petroleum. 

American petroleum technicians and American machinery did much 
to make possible the modernization of the oil refining industry in the 
Soviet Union between 1928 and 1940. As late as 1928, according to 
Schwartz,’ the Soviet Union did not utilize the petroleum cracking 
process for refining purposes but depended upon direct distillation. 
By 1937, however, almost two-thirds of all the gasoline produced in 
the Soviet Union was by the cracking process. Gasoline is also pro 
duced synthetically in the Soviet Union but the size of the industry 
isasecret. Pipelines, also, have been expanded. 

Nevertheless, there are elements of weakness in the oil industry of 
the Soviet Union. These are in the nature of inadequacies in tech 
nology, exploration, drilling, and operations rather than in resources. 
Even though ascertained and developed oil reserves are small, oil re 
sources remaining to be developed undoubtedly are very large. One 
obvious difficulty is that the developed areas are not well located 
relative to consuming areas. 

Because of these facts, recent developments in petroleum production 
in the captive countries of Eastern Europe are significant. 

Early in the 1940’s Hungary became one of the few European coun 
tries having an exportable surplus of oil. Also, by 1950 it became 
clear that the part of Austria controlled by the Soviet Union was 
producing up to 900,000 metric tons of petroleum a year and exporting 
about one-half of it. 

When the Communists took over the Rumanian petroleum industry 
in 1947 production amounted to about 3.8 million tons per annum, or 
less than one-half the production in 1936. Recent reports indicate 
that by 1951 production had returned to its 1936 level, with most of 
the output being sent to the Soviet Union. 

The Middle East possesses more than half of the known petroleum 
reserves of the world, amounting to about 62 billion barrels in 1953. 
Because petroleum is power, and because of the vulnerable position of 
Western Europe with regard to it, the knotty political and economic 
problems of the Middle East acquire an importance to the West far 
greater than would otherwise be the case.”° 


ELECTRIC POWER 


Western Europe consumed about 300 billion kilowatt-hours of elee- 
tricity in 1953, in comparison with consumption of 133 billion by the 
Soviet Union and 513 billion by the United States. Captive Europe 
used about 60 billion kilowatt-hours. The development of electric 
power production has been and continues to be an important objective 
of the Soviet Union. 

Although production of electricity in the world as a whole increased 
at the rate of 6 percent per annum during the 1929-50 period, the rate 
of increase in Europe, already one of the most electrified areas of the 
world even as early as 1929, was slower. 





® Schwartz, Harry, Russia's Soviet Economy (2d edition, 1954), pp. 234 ff. 
© See Part Three, Staff Paper L on Petroleum and the Middle East 
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A shortage of electric power is one of the difficulties besetting West- 
ern E urope. There is, of course, considerable developed hydroelectric 
power in Norway, Switzerland, Italy, and France. Substantial po- 
tential resources remain for development. 

During the same 21-year period (1929-50) the output of electricity 
in the Soviet Union increased thirteenfold, from the extremely low 
starting base of only 5 billion kilowatt- hours. Between 1937 and 
1950 production of electricity in the Soviet Union increased between 
two- and threefold. Between 1950 and 1953 production increased by 
about 13 percent per annum. The stated Soviet goals call for similar 
increases in 1954 and 1955. 

The hydroelectric potential of the Soviet Union, which is substan- 
tially larger than either all of Kurope or all of North America, has 
been utilized relatively slightly. Thermal sources appear to be not 
only more used but also to have been more rapidly expanded relative to 
prewar. The reasons for this failure to develop hydroelectricity are 
not altogether clear. It may be because of considerations of location 
or it may be because of the difficulties of planning and erecting large 
hydroelectric stations. 

In the captive countries of Eastern Europe electricity is relatively 
underdeveloped, about 60 billion kilowatt-hours in 1953 versus more 
than 300 billion kilowatt-hours in Western Europe. However, 
Czechoslovakia and Poland are reported to compare favorably with 
Western Europe. Poland and East Germany are dependent upon 
thermal sources of power, whereas the Danube area has a rather large 
hydroelectric potential. "Plans for the Eastern European countries 
call for increased power-generating capacity up to a level of 82 
billion kilowatt-hours by 1955. If this goal should be attained, the 
result would compare favorably with output in the United Kingdom 
and Western Germany with less than half as many people, although 
it would be considerably less than production in the Soviet Union. 


ATOMIC POWER 


Probably the most important question in the entire field of power 
resources is the degree to which the application of atomic power some 
day may all but eliminate any threat of power shortage. Little more 
can be done at present, however, than to indulge in guesses as to what 
lies in the future. 

The United States has no control over the knowledge of the atom 
possessed by Communist countries. The only question about which 
the United States can do anything in this regard concerns the ec onomic 
strength of the West versus the East. The United States is in a posi- 
tion to be of substantial assistance to Western Europe by providing 
technical information and necessary materials. 

Authorities seem to agree that the development of power from 
atomic sources in Western Europe is feasible. The huge expenditures 
that the United States has made in developing atomic energy appar- 
ently would not have to be duplicated in order to bring atomic power 
to Western Europe. On the basis of existing knowledge, it may be 

ossible to introduce a number of nuclear power plants into Western 
met during the next decade which would be a first step toward the 
eventual slashing of power costs. 
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Geological evidence indicates that the basic resources (uranium) are 
more abundant in the free world than in the Communist world. 

In the United States in 1953 some 30 billion kilowatt-hours of elec- 
tric power were utilized by the Atomic Energy Commission, an 
amount which was equal, roughly, to one-fourth of all the electric 
power available in the Soviet Union in that year. 


ts 








CHaAptTer VI. TRANSPORTATION 


Zire dle ndous distance SG oe parate PESOUTCES, VAN ufacturing capacity 
and consumption centers in the Soviet bloc. In consequence, the 
rans portat 70n requirements of the Noviet Union and the captive 
countries, relative to national product, are greater than those of other 
powers. They have been met principally by inte NSIV USE of rail 
capa ity. The Soviet bloc does not have the dive rsity of means oF 
transportation at present Ppossesse d by the western countries. and 7s 
notably weak in shipping. 


Geography and climate are more of a hi andicap to transport ition 
in the Soviet Union than in the West. The principal exception, 
namely, the flatness of the Russian terrain, has favored the building 
of railroads in preference to other means of transportation. In re- 
cent years railroads have carried about 85 percent of total ton-mileage 
of freight. In the United States, by wav of contrast, only about 50 
percent of total freight ton-mileage is carried by the railroads. These 
figures do not include private road transportation. If it were to be 
included, the difference would be even greater. 

Although no comprehensive measure of total freight volume 
is available for Western Europe, it is clear that railroads are 
still the most important single means of inland transportation. It is 
probable that the share of total freight carried by the railroads of 
Western Europe lies somewhere between the figure for the United 
States and the figure for the Soviet Union, particularly if coastwise 
shipping and road transport are included in the comparison. Sea- 
going fleets play a major role among the carriers of Western Europe 
and they are also important earners of foreign exchange. 

In the captive countries of Eastern Europe there is almost com- 
plete dependence upon railroads and inland waterways. As in the 
Soviet Union, road traffic is mostly local. Only Poland has a mer 
chant fleet of any appreciable size. 

Distances in the Soviet Union are tremendous. In terms of ton- 
miles expended per unit of national output, its transportation re- 
quirements are greater than those of any other major country. The 
central allocation of resources in the countries of the Soviet bloc makes 
it possible, however, for the authorities to penalize “nonproductive” 
forms of investment whenever some economic sector, such as heavy 
industry or transportation, is required to effect a rapid increase in 
capacity. 

RAILROADS 


The railroad networks of Western Europe have been established for 
some time and little extension is now taking place. Restoration 
of war damage has proceeded at a rapid pace and present facilities are 
virtually the same as before the war. However, there has been con- 
siderable improvement in signaling and control equipment and ex- 
tensive electrification of the main lines, as well as much administrative 
improvement. 

46 





TRENDS IN ECONOMIC GROWTH AZ 


The Soviet Union started with a far smaller total of line which is 
still undergoing extension. ‘Track density in terms of national ter 
ritory remains far lower than in either Western Europe or the United 
States. In terms of track density relative to population, however, 
the Soviet Union is more nearly on a par with Western Europe, al 
though it is still far behind the United States. 

The countries of Eastern E urope had widely different railroad 
networks before World War II, dense in central Europe and sparse 
in the Balkans. East Germany had the best-developed system with 
those of Czechoslovakia, Hungary and Poland following in the order 
named. Postwar efforts in these countries have been directed toward 
the restoration of rail networks. Great successes have been claimed. 
None of the captive countries of Eastern Europe has more than a mod 
est plan for expending its railroad system, however. The efforts of 
the less-developed countries of southeastern Europe, notably Bulgaria, 
appear to be greater than those of other countries in the region, with 
regard to both the extension of existing rail networks and the acqul- 
sition of new equipment. 

Western Europe is far better equipped than the Soviet bloe with 
respect to railroad rolling stock. The countries of independent 
Europe, had about 72,000 locomotives in use in 1953, compared with 
34,000 in the Soviet Union and about 22,000 in the captive countries 
of Eastern Europe. If the United States is included in the com- 
parison, the Soviet bloc has only about half as many locomotives as 
the West. The same relationship holds true if Canada is ineluded 
on one side of the balance and China is included on the other. Fur 
thermore, the locomotives in use in the Seviet bloc are not as efficient 
as those in use in the West. Not more than 3 percent of all loco 
motives in use in the Soviet Union are electric or diesel-electric. Also, 
the Soviet bloc is relatively poor with respect to freight cars. The 
United Kingdom alone has a million or more (smaller) freight cars, in 
comparison with about 910,000 in the Soviet Union. 

Because of the limited facilities, both of trackage and of rolling 
stock. there has been considerable crowding of Soviet railroads with 
large numbers of light, slow trains. As a consequence, locomotives 
and freight cars are kept on the line more continuously than is the 
case in the United States. The ton-mile productivi Ivy of trains, loco 
motives, and individual cars is substantially lower in the Soviet bloc 
than in the West. 

Freight traffic on the railroads in Western Europe has increased 
less r apidly than in the Soviet Union since before the war. Total 
traffic in Western Europe in 1953 was only about one-quarter that 
of the Soviet Union. It ane be kept in mind, however, that Western 
Europe is not as dependent upon its railroads as is the Soviet Union. 


MOTOR VEHICLES 


Western Kurope produces over + times as many motor vehicles 
as the Soviet Union and over 3 times as many as the Soviet 
bloc as a whole. The United States, however, overshadows both 
regions, In fact, production in the United States in 1953 was well over 
15 times the 1955 Plan figures of the Soviet Union. In Western 
Europe, as in the United States, motor vehicles have taken over a 
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large proportion of the transport load. In the Soviet Union, on the 
other hand, road traffic is almost entirely confined to short hauls. 
The tonnage lifted is great but total ton-mileage accounts for only 
3 percent of the total for all major carriers. Highway transportation 
is also of minor importance in the captive countries. 

Soviet roads are highly susceptible to seasonal hazards. Prewar 
estimates put the proportion of hard-surfaced roads at not more 
than 5 percent of the total. Western Europe has extensive systems 
of all-weather roads and road densities which, in many countries, 
exceed that of the United States. There has been considerable ex- 
pansion in international traffic by road in Western Europe, the rate 
of increase probably being higher than that of national traffic 
generally. 

MERCHANT SHIPPING 


Most of the world’s great maritime nations are European. Lack 
of adequate ports alone would prevent the Soviet Union from occupy- 
ing a prominent place among the leading shipping nations, even if 
it did not deliberately choose to play a limited role in international 
trade. 

The maritime countries of Western Europe have done an out- 
standing job in restoring war losses in their merchant fleets. Over 
60 percent of the aggregate shipping tonnage of the 15 countries of 
the Organization for European Economic Cooperation was destroyed 
during the war. By July 1952, however, these fleets had been re- 
stored to a level 20 percent higher than the prewar figure in terms 
of gross registered tons. In 1953 the combined merchant fleets of 
the Soviet Union and the captive countries of Eastern Europe were 
only 6 percent as large as those of all independent Europe, together, 
and only 4 percent as large as those of the West, including C ‘anada. 
Although statistical measures of tonnages actually shipped are not 
readily available, even the most intensive utilization of shipping fa- 
cilities could not possibly overcome such disparity in the size of the 
merchant fleets. 

INLAND WATERWAYS 


The barge fleets, canals, and locks of Western Europe, which were 
severely damaged during the war, also have been largely restored. 
River and canal transportation is important to both Eastern and 
Western Europe. Where speed is not essential, barges provide cheap 
transport. In the Soviet Union, even though inland waterways are 
of secondary importance in comparison with the railroads, travel on 
them is hampered during a large part of the year because of ice. The 
volume of freight that can be transported i in winter, therefore, is small. 

The defection of Y ugoslavia in 1948 greatly weakened the grip of 
the Soviet Union on the important Danube River system. 


GENERAL OBSERVATIONS 


Transportation in the Soviet bloc is mostly on interior lines and, 
therefore, in some respects is strategically superior to transportation 
in Western Europe, which is |: wrgely internation: al in character. Kco- 
nomically, the diversity of means of transport in the West is in marked 
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contrast to the dependence of the Soviet bloc upon its railroads. Di- 
versity adds to complexity and costs when large-scale transshipment 
is necessary, even though mechanization tends to reduce costs in the 
West. 

Past investment policies favored heavy industry at the expense of 
the railroads but further economies in railroad operation will be 
more difficult to achieve, thus indicating transportation will become 
a retarding factor on Soviet economic growth. 








Cruaprer VII. Foreign Trap 


Phe countries presently comprising the Soviet bloc never have been 
of major importance in world trade. In 1913 Russian imports and 
exports accounted for only 4 percent of total world trade and since 
then have not reached even that proportion. In 1925-37 the share of 
the Soviet Union in world trade did not exceed 1.5 percent. The 
other countries included in the Soviet bloe also were of negligible im 
portance in world trade in prewar years. 

The countries of Western Kurope, on the other hand, have always 
been important in world trade, accounting for about 46 percent of the 
total iim 1938.4 

Prior to World War II Eastern Europe was far more dependent, 
tradewise, upon Western Europe than Western Europe was dependent 
upon it. Although over two-thirds of the exports of the countries of 
the Soviet bloc went to Western Europe in 1938, these shipments ac- 
counted for only » percent of the imports into Western Kurope from 
all sources. Similarly, although imports from Western Europe into 
the Soviet Union and the other countries of the Soviet bloc accounted 
for between 50 and 60 percent of their total unports, the value of the 
commodities involved accounted for only 6 percent of total exports 
from Western Europe. 

Nevertheless, trade with Eastern Europe was important to certain 
countries of Western Europe, notably Austria, Germany, Switzerland, 
Italy, Sweden, and Turkey. Germany alone accounted for about one 
third of the total trade of Western Europe with the countries of 
Eastern Europe in 1938. About 85 percent of this trade, however, 
Was with the Soviet capitive countries, and Finland and Yugoslavia, 
neither of which belongs to the Soviet bloe. Next to Germany, 1h) 
terms of volume of trade with the eastern countries, was the United 
Kingdom. 

Although trade between Eastern Europe and Western Europe was 
small in terms of total value, the commodities imported from Eastern 
Kurope were extremely important to Western Europe. The most sig 
nificant items were food products, timber, and coal. 

Since the close of World War II the Soviet Union has worked 
consistently to enlarge the power and extent of the Soviet bloc, while 
disrupting as much as possible economic and political relations in 
the free world. The captive countries of Eastern Europe have, of 
hecessity, had to follow these policies. 

Fear and distrust of the free exchange of goods among nations has 
induced the Soviet Union to permit as little trade as possible between 
the Soviet bloc and the West. The Soviet Union has feared eco 
nomic and politi ‘al penetration by the capitalist world and a pro 
oram ot self sufficiency has encouraged intrabloe trade. Between 1938 
and 1951 trade between the Soviet Union and other countries of the 
Soviet bloc increased many times over. 


g the overse ‘ t Great Brita France, and Belgium 
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Only recently has the restrictionist trade policy of the Soviet Union 
been modified. 

In contrast to the 20 percent of what is now total intrabloe trade 
to which the Soviet Union was a party before the war, is the more 
than 50 percent in which the Soviet Union is involved today. 

The following table shows the growth of trade within the Soviet 
bloe since 1938: 


TABLE 10.—Trade of Eastern Europe with the Communist bloc, 1938, 1948, 1958 


Ir percentag of each countr total external trade] 
Count 1938 1948 153 
Czechoslovakia 17 32 78 
Poland 41 70 
Rumania 1 7] 84 
Hungary 34 17 
Bulgaria 1 78 8B 
U.S.S.R } 42 80 
Albania as S 100 
East Germany-. 12 4] 80 
lrade with other Eastern European countries, with the viet | ind with Cl 
21937 data 
3 See table 64 (p. 184) for greater detail. 


Meanwhile, trade of Eastern Europe with Western Europe and 
other countries of the free world declined about 65 percent between 
1938 and 1953. 

Certain Western European countries, however, are now exporting 
considerably more to Eastern Europe than they did before the war. 
For example, exports from Denmark and Norway to the Soviet bloc 
increased from 16.5 million dollars in 1938 to 75.9 million dollars in 
1953. Dairy products, fish, whaling products, and transportation 
equipment have been the principal exports. Finland’s exports to 
the Soviet bloc also have increased considerably. In 1938 only three 
percent of her total exports went to other Eastern European coun- 
tries; in 1953 she sent 31 percent to that area. Her imports from 
Eastern European countries, similarly, increased from 9 percent of 
her total imports in 1938 to 34 percent in 1953. Danish and Norwe- 
gian imports from Eastern Europe declined 30 percent in the same 
period . 





SOVIET FOREIGN ECONOMIC POLICY 


Soviet foreign economic policy has no formal plan in the sense of the 
Marshall plan. There is, it is true, what is often called the “Molotov” 
plan, which is merely a threefold attempt to unify further the Soviet 
orbit. The Soviet Union has begun, in some respects in a halting 
manner, a threefold policy which is attempting to standardize the 
development plans of the countries of the orbit, to coordinate the 
trade of the area so that as little reliance is placed upon the free world 
as possible, and to provide for central, i. e., Soviet, decisions on all 
economic and political matters. 

Another aspect of Soviet postwar economic policy has been the 
granting of loans to Albania, Poland, Czechoslovakia, Bulgaria, Ru- 
mania, and East Germany. These loans seem to have been dictated by 
the disruption of the trade patterns of the captive countries occa- 
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sioned by Soviet policy. Such loans have made it possible for the cap- 
tive countries to import from the Soviet Union the capital goods and 
the raw materials needed for their industrialization programs. The 
ultimate purpose has been to strengthen the position of the Soviet 
Union as leader of the Soviet bloc. 

Joint, or mixed, companies were one means whereby the So- 
viet Union dominated the economies of the captive countries. Sup- 
posedly, these companies are run on a 50-50 basis, with each partner 
making equal contribution and having an equal share in management 
and in profits. In reality, however, the contributions of the Soviet 
Union consisted largely of reparations and of captured German 
assets. Each concern was dominated by a general manager who is a 
Soviet citizen and who has control of the day-to-day operations of 
the company. Such organizations were established in Bulgaria, Hun- 
gary, and Rumania. In the last. few years, however, most of them 
have been dissolved. 

State trading agencies have been established in the Soviet Union 
and in the captive countries. Among their functions is the enforce- 
ment of compliance with foreign trade policy. 

Since 1951 there has been some lessening of restrictions against 
trade with Western Europe. However, the captive countries had lit- 
tle success in their efforts to encourage ‘the countries of Western Eu- 
rope to trade with them until, in 1953, they began accepting consumer 
goods in trade. Since then a number of trade agreements have been 
consummated,” 

Increasing payments difficulties on the part of the countries of the 
Soviet bloc indicate that there is a limit to the amount of trade which 
they can carry on, unless and until some means of financing that 
trade are evolved. In 1953 the Soviet Union resumed shipping gold 
to Western Europe in payment for goods, a policy it had followed 
in the twenties and thirties. Such financing obviously has limitations 
although the Soviet gold reserve is large and production is high. 


RETARDING FACTORS IN EAST-WEST TRADE 


Following the close of World War IT the countries of Eastern Eu- 
rope were unable to trade with the West because of the destruction 
of the transportation systems connecting them with Western Europe. 
Furthermore, currency systems were chaotic, agricultural production 
had shrunk, and many industries were barely functioning. Further- 
more, the necessity of paying repar ations forced them to send their 
most valuable trading items to the Soviet Union. 

Industrialization programs of the captive countries have created 
local markets for products which formerly were shipped to Western 
Europe. Furthermore, many merchants in the West have found 
that when they deal with the state trading monopolies of the Soviet 
bloc they have to endure exasperating problems of pricing, delivery 
dates, grading, inspection, and other obstac les. 

Strategic controls established by the United States and the countries 
of Western Europe also have served to deter East-West trade. It 
has been the strategic items, of course, that the Soviet Union and the 
captive countries have been most eager to receive in trade. So long 
as the cold war continues these controls can be expected to deter trade. 


2 See Appendix Table XIII, 
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On the basis of political considerations alone many European 
countries have hesitated to resume full-scale trading relations with 
the countries of the Soviet bloc. They fear Soviet trading tactics, 
including “dumping.” ‘The power that the countries of the Soviet 
bloc have to shift orders about from country to country without ad- 
vance notice and in such ways as to create crisis, unemployment, and 
political difficulties is a major deterrent to trade with the West. 


PROBABLE TREND OF EAST-WEST TRADE 


Barring the outbreak of war, East-West trade probably will in- 
crease in the coming decade. Some estimates eae the possib le 
growth at as much as $300 million per annum, although this figure 
seems somewhat excessive. ‘There seems to be little prospect of large 
increases in exports from Eastern Europe to Western Kurope, 
except possibly Soviet wheat, Soviet and Rumanian petroleum, 
Polish coal and timber. Outside of strategic trade controls, the 
greatest deterrent to East-West trade is the lack of means of payment 
on the part of the Soviet bloc countries. Up to a point, however, 
Soviet gold, manganese, furs, and possibly certain minerals from the 
captive countries, might be used to pay for imports of capital equip- 
ment, consumer voods, and raw materials. There will inevitably 
be some increase in East-West trade, but present prospects are that 
the increase will be of moderate proportions. 








PART TWO: OVER-ALL TRENDS; THE NATIONAL 
ACCOUNTS 


Cuaprer VIII. Tue Nature or Nationat Accounts 


Kstimates, in monetary terms, of the volume of receipts and expend- 

itures in the entire economy of a nation, or in a major subdivision of 
that economy, e. g., government, are termed “national accounts.” The 
purposes of national accounts are, in general, twofold: (a) To meas- 
ure differences in economic activity through time or between countries, 
and (&) to measure interrelationsliips between industries (agriculture, 
manufacturing, services, etc.), between institutions (households, cor- 
porations, governments, etc.), between socioeconomic classifications 
(wage earners, salary earners, vrentiers, etc.), and between wses (invest- 
ment and consumption). The former function of national accounting 
is historically the older; it arose from the atte mpts of the 19th ce ntury 
British economists, especially Ricardo, to measure economic progress. 
The later function arose from the numerous inquiries of British and 
American economists (especially J. M. Keynes, Colin Clark, and 
Simon Kuznets) into the rel: ationships between the dyn: mics of eco- 
nomics and social welfare. The significance of this function of na- 
tional accounting has increased immensely over the past 20 years, for 
the models of socioeconomic interrel: tionships so deve loped have 
proved very useful. They have led to vastly improved understanding 
of the roles of bottlenecks or of stimuli within economies, and thus to 
more realistic assessments of the economic capacities of nations, and 
of methods for maximizing them both in peace and in war. 

To clarify further the nature of national accounts, it appears worth- 
while to indicate their theoretical scope. They deal only with goods 
and services which are not free, like air and sunshine, but must be 
genel nr through the expenditures of labor, the use of land or equip- 
ment, special skills, or any combination of these factors of production. 

These goods and services must also be customarily exchanged for 
other _— and services, regardless of the partner in the exchange 
and usually through the medium of money. Furthermore, national 
seneiiiie value goods and services neither in physical units nor in 
their subjective utility but solely in terms of what they will bring in 
terms of money. Thus, a workman who doubles his earnings doubles 
his productivity in terms of national accounting whether he produces 
10 times, or a tenth, as many goods in physical terms as before. 

Finally, national accounts are, above all, measures of economic 
activity without immediate reference to efficiency or degree of utiliza- 
tion of national wealth. National income, as defined by the United 
States Department of Commerce, measures the total factor costs of 
the goods and services produced by the economy. ‘To measure eflfi- 
ciency, supplementary information is needed, e. g., the input of labor 
or capital per dollar of income generated.’ In the same way, econo- 

1The systematic study of the efficiency of various productive operations, so-called 
input-output analysis, has been considerably developed in the past 15 years, especially by 
W. Leontieff, of Harvard University, and his collaborators. 
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mies may operate at different levels of capacity, utilizing not only 
equipment but labor at quite different intensities. This is markedly 
true when the countries of the West are compared with those of the 
Soviet bloc. If, in the former, the national income generated under 
normal peacetime conditions is, say, a fifth of the national wealth, 
then in the latter it is more likely to be a third. 

It is also important to point out that many basic concepts in national- 
accounts theory are still imperfectly deve ‘loped. Often, past ideas 
have not been rigorously reassessed in terms of the present. A nota- 
ble illustration is the concept “investment”. Essentially, “invest- 
ment” still means accretions to capital through construction, the in- 
stallation of equipment, and additions to stocks. Thus it bears on 
only one, and not necessarily the most important, facet of the activi- 
ties basic to economic progress. An adverse result of this limited 
concept has been the neglect of data gathering and analysis in health 
and educational, including even research and development, expendi- 
tures. 

At the same time, economists, desiring to achieve comparability or 
completeness in their measurements have, on oceasion, to go be- 
yond rigorous measurements. An important illustration is the 
whole problem of “imputation,” i. e., ascribing market values to goods 
and services consumed by the producer or exchanged outside the mar- 
ket system. Since farmers tend to consume a far greater proportion 
of their own product than do urban dwellers, the monetary flows and, 
hence, the national incomes in 2 economies, 1 of which is more rural 
than the other, are markedly different, given identical standards of 
living in physical terms (food, shelter, clothing, ete.). Faced with 
this situation, economists have had to choose between methodological 
rigor, and with it, an absurd picture of per capita incomes of $50 per 
year in most of the world, and imputation. 

The latter course, however, is also hazardous, for what to impute 
and what to exclude, and how to price imputed goods and services 
are difficult questions. The choices made are often conventional. In 
the United States, for example, the imputed rentals of owner-occu- 
pied houses are included in the national income, but the value of the 
transport services performed by owner-driven cars is excluded. With 
regard to pricing, also, the problems are difficult. Is the large pro- 
portion of agricultural output consumed by Soviet peasant households 
to be priced at the levels, little short of confiscation, set by the state 
in the compulsory procurement of grain and livestock ? Or is the use 
of retail prices paid by urban dwellers preferable? In the latter case, 
should the prices be those of the state stores (with or without the enor- 
mous turnover taxes) or those of the free or even the black market ? 
Obviously, no uniquely correct answer to these questions exists. In 
consequence, significantly different values may be ascribed by differ- 
ent economists to peasant household consumption in the Soviet Union. 

Many other pitfalls and unresolved problems may be found in the 
study of national accounts. Two are particularly important with 

respect to long-term and international comparisons. 

1. The types of national accounts kept by different countries or by 
the same country at various times often differ greatly in scope and 
method. In the present report, the definitions and procedures adop- 
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ted by the Organization for European Economic Cooperation * have 
bee nN followed as Cc ‘lose ly as possible. 

2. Differences between the price systems of various countries and 
within countries over a period of time introduce serious difficulties in 
the comparison of national accounts. Economic growth is rarely 
effected throughout all parts of an economy at the same rate. In 
general, manufacturing has tended to receive more investment than 
other branches. Hence, in most countries and over the long run, man- 
ufacturing costs have been declining relative to cian costs and 
manufactured goods have been becoming more abundant and cheaper. 
This can be illustrated by comparing American prices in 1879 and in 
1929, Over this period, the prices of metals and metal products 
dropped 57 percent in relation to the prices of farm products; those of 

chemicals al drugs, by 52 percent; of textile products, 31 percent; of 

house furnishings, 19 percent; and of food, 16 percent. On the other 
hand, fuel and lighting dropped by only 3 percent, while building 
materials actually rose 15 percent. (These exceptions reflect the 
ncereasing scarcity of lumber, once virtually a free good in the United 
States. ) 

Because of these differential price trends, the structure and the rate 
of growth of an economy, as measured by the price relationships char- 
acteristic of ane arly stage of industrialization, appear radic ally differ- 
ent from those monruree by the price relationships of f the same economy 
late? stage, ¢ r by those of another. more industrialized economy. 
[n general, the pas rn of differences caused by this factor alone are 
as follows: 


at a; 


Measure 

Facto - P 

Early or le Later or moré 

industrialized industrialized 
Si national product in relation to that more industrialized | Lower Higher 

monies 

2. Rate of growth Higher Lower 
Share of manufacturing in national incom do.. Do 
4. Share of investment in total expenditure of gross national product do Do 


The calculations made for the Soviet economy in 1928 and 1937 by 
Jasny, Grossman, and Clark in three price systems reflecting corndi- 
tions of increasing industrialization (t: able 11) illustrate this point. 
Gilbert and Kravis’ extremely careful comparison of the gross na- 
tional products of the United Kingdom, France, West Germany, Italy, 
and United States, measured both by the prices of each country and 
by American prices (table 12) provides further illustration. Special 
ittention should hy qi n TO the ve ry larqe magnitude 8 of difference 
r sulting from the diff rent methods of measurement. For ex: imple, 
the Soviet rate of growth in the 1928-37 period is 2.8 times as high in 
1926-27 ruble values as in United States 1925-34 prices (interna- 
eons units). Again, the Italian gross national product in 1950 was 

3 percent of the American, when both were measured in United 
States prices, but only 5.4 percent of the American when both were 
measured in Italian prices. This is a change in relative size of 42 
percent. 


A Standardized System of National Accounts, OF EC, Paris, 1952 
ae S. Department of Commerce, Bureau of the Census: Historical Statistics of the 
United States, 1789-1945 (Washington, Government Printing Office, 1949), p. 281. 
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TABLE 11.—Dependence of calculations of Soviet national accounts on the price 
syste m used 














Ite 126/27 S y2 44 United 
rice : States prices 2 
1928 } 28 1937 1928 193 
I. Soviet net national product as percent of ite 
States, same year 15 9 0) 
II. Index of growth 1928-1937/38 100 198 100 157 100 135 
III. End-uses of the product (percent of total 
Consumption 82.8 60. 1 92. ¢ 79.4 6.0 86. 3 
Military 2.5 10.3 9 10.3 3. 14.3 
Health and educatior 0 7 ¢ 6.7 10.7 1.0 8.7 
Private and ott 7 42.2 84 5S. 4 RR. 4 63.7 
Net investment 17.3 19.9 7.4 20. 6 4.0 13.3 
1 Jasny, N. and Grossman G., in A. Bergson (ed Soviet Economic Growth (Row, Peterson & Co., 
Evanston, Ill., 1953). p.7. Based on Jasny’s estimate in ‘‘true’’ 1927/27 rubles. 
2 Colin Clark, in a manuscript chapter, The Valuation of Real National Income in Soviet Russia, for 
the forthcoming 3d edition of Conditions of Economic Progress $y courtesy of the author 
3 From computations by Herbert Block, U. 8. Department of State 
TABLE 12,—The structure of gross national products in United States and 
national prices, 1950 
United West Ger 
Kingdom France mal Ital nited 
Factor States 
a 
s , : , ‘ , , 
Gross national product 
Total, percent of United States 20.9 | 16.4 | 14.9 | 11.0 | 13.¢ 9.5 9.3 5.4 100.0 
Per capita, percent of United States._| 63.0 | 49.0 | 53.0 | 39.0 | 43.0 | 30.0 | 30.0 | 18.0 100. 0 
Gross national product by end-use, per- 
centages spent for 
I. Private consumption 66.3 | 68.1 | 61.4 | 63.2 9.1 | 63.4! 65.0 | 69.2 I 
1. Food, aleoholic beverages . 
ind tobacco 26.8 | 28.2 4.1 31.4 | 29.9 30.8 39 41.9 9 
2. Clothing and household 
textiles 6.4 9.2 5.4 a7 5. ¢ 10.0 6.0} 11.9 7.9 
3. Housing, fuel, light and 
water 10.0 8.0 6.3 5 2 6.8 6.7 5 3 411 8.1 
4. Consumers’ durables 4.0 7.1 3.0 7.0 3 ~ 7 2.2 10.4 
5. Services (except health 
and education 18.9 15. ¢ 12.7 10.9 35 10.2 14.2 9.1 17.0 
Health 4.3 4.3 4.1 3.4 5.1 3.1 Ls? 23 1.0 
III. Education. _. 2.4 24 , 0 l 2.3 2.4 1.6 2.5 2.4 
IV. Investment 10.7 12.5 16.4 19. ¢ 20. 1 21.9 | 13.8 13 21.2 
1. Producers’ goods and con 
struction 7.8 | 11.2] 11.4] 14.2] 98] 14.8] 9.3) 15.6 1.0 
2. Housing $1 2 ¢ 2.8 2.8 QF 17 23 2.2 50 
3. Inventories 11 1 2 4 9 10 2 4 . 1 13 22 
V. Government (except health and 
educatior 15. ( 10.9 | 14.8| 11.6 | 14 10.9 15.1 7.8 8.8 
1. Defense 7 7.0 8.2 6.2 5. ¢ 16 7 4] 3 
VI. Net exports 11 1.9 3 é 9 1 ¢ 1 1 5 
All commodity factors 59.2 | 66.9 | 65.41 72 64.8 | 73.5 | 64.7 | 79.5 67.8 
All service factors 2 40.6 | 33.2 | 34. 27. ¢ 35.2 | 26.¢ 35.2 | 20.7 32.2 


4, IV, VI 
, II, IT, V. 

NOTE a), GNP measured in United States prices: (b), GNP 1 ir n national prices h) /(a) 
ratios: United Kingdom, 0.783; France, 0.737; Wes Ital 


I1 
215 


Source: Gilbert and Kravis (1954), 
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The changes incident to increasing industrialization are not the only 
ones which exercise an important influence upon national price struc- 
tures. Governmental and private bodies often exercise vested rights 
in order to gain special advantages. In the Soviet Union, for ex- 
ample, the state has, over the past 20 years, been able to guarantee the 
delivery of agricultural products by the peasantry at prices which 
in no way reflect relative scarcities. In the United States there have 
been vast social changes since 1929, including the large-scale organiza- 
tion of labor, the introduction of wage-floors, social security, and agri- 
cultural price parity. Asa result of these social changes, the relative 
price movements that one would expect from intensified industrial- 
ization have been greatly modified, and even reversed. For ex: umple, 
prices of durable goods have risen faster than prices of private services 
(table 13). 

Given such pervasive effects from differences in industrialization 
and institutions, can any comparison be made of national accounts 
anon after recomputation to a unitary price system? The answer 
is aflirmative in one meaningful way. We can see the effort exercised 
vd a particular country in pursuit of its goals, relative to its own re- 
sources and its own institutions. In other words, the laying aside of 
20 percent of the gross national product in Italy, in Italian measure- 
ments, means a saving (a sacrifice of consumption) at least as severe 
for the Italians as the same proportion of the United States gross na- 
tional product in American terms would be for this country. In fact, 
considering the smaller margin available in Italy above minimum 
consumption needs, the hards ship s entailed by an equiv alent saving 
rate would be far more severe. This, in _ If, is an important fact, 
whether or not the input in question can be detemnaiel in uniform 
physical terms, 


TABLE 13.—Price movements in the United States, 1929-52? 


Year 

Item — 

1929 1933 1939 1944 1948 1952 
Gross national product 100 75.0 82.7 112.7 149. 4 167.4 
Personal consumption expenditures 100 71.6 79. 1 108.7 140, 2 154.8 
Durable goods 100 78.5 85.8 131.7 156.3 177.2 
Nondurable goods 100 68.8 774 116. 2 156. 4 168, 1 
Services 100 73.0 79.4 92.7 113.1 131.1 
Gross private domestic investment 100 76. 2 94.3 110.4 177.7 03. 7 
New construction 100 72.7 94,2 133. 5 209. 2 245.3 
Producers’ durables LOO 84.7 94.4 105. 2 148. 9 175.9 

Government purchases 100 RS 93.0 125.9 177.7 207 
Federal 100 87.6 99.4 135. 2 191.1 219.3 
State and local 100 85.7 91.9 115.7 173.8 209. 0 


! Derived from Office of Business Economics: National Income. A Supplement to the Surrey of Current 
Business (Washington, 1954, p. 216.) 


The results of the present study must be viewed in such relative 
terms and in them alone. The job of recomputing all European na- 
tional accounts in a uniform price system has not been done for the 
pe riod 1938—52/53 

The careful execution of that task would be a matter of great 
importance, for it alone would permit absolute determinations of 
the sizes, growth rates, and structures of the European economies. 
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The availability of such knowledge would, in turn, make possible 
greatly improved economic assessments and plans. At the same time, 
it should be noted that the base used for such a uniform system would 
greatly influence the results. The use of a contemporary Soviet, 
rather than an American price system, would greatly widen the mar- 
gin of western strength, at the same time accelerating the apparent 
progress of the less industrialized nations. 

Finally, emphasis must be placed upon the varying, often poor 
and generally incomplete, information upon which national accounts 
analyses are based. The reliability of United States national income 
and product estimates has been assessed care ‘fully by the Department 
of Commerce.* This organization has concluded that no numerical 
measures of reliability for the aggregate product or its components 
are feasible. In its opinion, however, data on wages and salaries are 
the most reliable, with estimates of the rental income of persons being 
the least reliable. The “income of unincorporated enterprises” and 
the “inventory valuation adjustment” (a correction for the difference 
between book and replacement values) are also somewhat shaky. 

In Europe, few countries made systematic national income or other 
accounts estimates prior to World War II, and data on specific prob- 
lems, such as the allocation of investments by industry, were gathered 
even more rarely. Thus the materials on the years 1936-38 presented 
here are largely from ex post facto calculations, with large errors 
quite likely. For the postwar period, the most careful attempts to 
compile national accounts on a conceptually and methodologically 
homogeneous basis, though in the price systems of each nation, have 
been made by the Organization for European Economic Cooperation.® 

The unearthing of disguised governmental expenditures, through 
transfers, loans and guaranties, is difficult in every country. Beyond 
this, estimates for the countries of the Soviet bloc can use official data 
only after painstaking verification of their precise meaning, and of 
their structural, historical and comparative consistency. For the rest, 
independent calculations “ ave to be made, often on rather flimsy evi- 
dence. About all that can be claimed for the national accounts 
statistics presented is that they represent appropriate patterns and 
orders of magnitude. 

To summarize.—N ational accounts are the tools by which economists 
have sought to describe the levels and patterns of activity for economies 
in their entirety. They have proved useful as guides to practical 
economic policy over the past 20 years. But they are still imperfect, 
conceptually, technically, and factually. The results gained from 
their use depend largely upon the specific price system used. Indeed, 
interpretation of national accounts data is still more of an art than a 
science. 





4 Bureau of Foreign and Domestic Commerce: National Income. A Supplement to the 
Survey of Current Business. (Washington, D. C. (1954, pp. 62-64) 

5‘ OEEC: Statistics of National Product and Expenditure, 1938, 1947 to 1952, 310 p. 
(Paris, 1954). 








Cuaprer LX. AGGREGATE COMPARISON OF THE NATIONAL PRODUCTS OF 
THE WEST AND OF THE Soviet Bioc 


In order to establish a basis for comparison, even in the relative 
terms set forth above, some estimate of the approximate sizes of the 
gross national products of the European countries, the United States 
and Canada is necessary. 

Table 14 presents such an estimate in terms of the domestic pur- 
chasing power of United States 1952-53 prices, a measure which, as 
has been noted, minimizes the differences in total product between 
countries of varying stages of industrialization. Thus, in compari- 
son with the direct use of roreign-exchange rates (as by the Foreign 
Operations Administration) this measure gives over 60 percent higher 
estimates for independent Europe in relation to the United States.® 
Even by this measure, the United States and Canada alone may 
be credited with a product about 2.5 times as great as that of the Soviet 
Union and captive Europe combined. The product of the United 
States and Canada, however, exceeds that of the countries in the pro- 
posed Western European Union by a much smaller margin, some 60 
percent. In general, independent Europe is the second greatest aggre- 
gate of economic power in the world. 


*The adjustments for the domestic purchasing power of foreign currencies made here 
are based on the pioneering study for 1950 by Gilbert and Kravis (1954), the results of 
which have not yet been incorporated in official estimates. Although the data are extra- 
ordinarily informative, this work must be regarded as preliminary, being restricted to a 
single year and only four European countries. Mr. Fred Sanderson, of the United States 
Department of State has pointed out evidence indicating that the differentials between 
foreign and domestic purchasing power determined by Gilbert and Kravis had diminished, 
between 1950 and the fiscal year 1952-53, about 10 percent in a number of countries. 
Thus the figures presented for independent Europe are probably somewhat high. However, 
in the absence of firm materials for 1952-53 the data have not been corrected for this 
additional factor. 


60 





TRENDS IN ECONOMIC GROWTH 61 


TABLE 14.—Orders of magnitude of total and per capita national products, 


1952-53 


Domestic purchasing power 
f Un State IS2 
doll 
Areas 
“Sr0ss Prod me 
ial 7 
| luct " 
1. United Kingdom, France, Western Germany, Italy, Benelux. 240 
2. Other Free Europe (including Turkey) -- 6 
3. United States and Canada swe 2, 22 
Total and average 6 1, 380 
4. Soviet Union 110 
5. Poland, East Germany, Czechoslovakia 
6. Hungary, Rumania, Bulgaria, Albania_--- 10 28 
Total and average 155 
Sources: (1) For Western Europe: FOA estimates adjusted on exchange-rate bases, readjusted by 
coefficients between exchange-rates and domestic purchasing power in United States, United Kingdom, 
etc. (cf. Gilbert and Kravis, 1954, pp. 22-23). Readjustment coefficient for other countries: Other Free 
Europe, 1.66; Canada, 1.00. Sweden, Finland, Switzerland, and Lreland estimated to have equal pe 
capita products (as an aggregate) to the average of United Kingdom, France, West Germany and Italy 
(2) For the Soviet Union, 1951 estimate of gross national product 1 C,. Clark (ms in internatior 






units (United States 1925-34 dollars) convert o {| ted States 1953 dollars by multiplying by 1 


percent added for growth to mid-1952. Various alternative methods give closely comparable results, 
(3) For Poland and Czechoslovakia, Colin Clark’s estimates for 1938 and 1937 (Clark, 1951, pp. 114-115, 
158-159) in international units were expanded to gross national product by adding 4 percent depreciatio 





and then converted to 1953 values by multiplying by 1.75 lhe data were brought up to date very approx 
imately by multiplying by the coefficient of growth (1937-38-1953) in final national currencies of 1938 and 
1948, respectively Che basic calculations were prepared with the cooperation of the United States Dey 

ment of State. For East Germany, the 1953 gross national product in 1936 Reichmarks has been calculated 
by the Department of State, The conversion coefficient of $0.756 (1953) per 1936 RM was calculated from 


linking Gilbert and Kravis’ data (op. cit.) with German price information in Statistisches Bundesam 
1954, pp. 522 3). 

(4) The data for Hungary, Rumania, Bulgaria, and Albania are very approximate, based on slim ind 
cations of per capita products about those of Greece, Turkey and Yugoslavia 





On a per capita basis, the differences in national output are also 
large, reaching a maximum of about 8 to 1 when the United States 
and Canada are contrasted with the countries of the Danubian Basin 
and the Balkans. In the Soviet Union itself, output per capita is 
about a quarter the American, half that of the countries of Western 
Europe, and probably below that of Poland, East Germany, and 
Czechoslovakia. This unfavorable showing derives, in large measure, 
from the very low productivity of the peasant majority of the Soviet 
population. 








Cuarrer X. Economic Trends 1n Western Evrore, tHe UNrrep 
STATES, AND CANADA 


1. For all Western European countries the median rise in gross 
national product (at constant national prices) for the period 1938-53 
was 40 percent. In 10 countries, including the United Kingdom, 
France, and the Netherlands, the levels reached ranged from 26 to 45 
percent above prewar. In only 3 countries (Ireland, Italy, and 
Greece) were they only 10 to 20 percent higher than prewar, while 
in 3 other countries (Norway, Sweden, and West Germany) they 
reached levels 52 to 58 percent higher than those of 1936-38. Turkey’s 
national product was 70 percent higher in 1953 than in 1938. ‘Those 
of the United States and Canada, respectively, were 119 and 127 per- 
cent higher (appendix table I). 

2. According to the calculations of Colin Clark (made in constant 
United States 1925-34 dollars), the median rise in national products 
for 11 Western European countries between 1925 and 1938 was about 
35 percent, or the same annual rate of increase as between 1938 and 
1953. Better economic management and mutual aid since World War 
Il have fully offset the effects of the war on the economic growth 
of Western Europe. Furthermore, the post-World War II record 
shows no eases of economic regression. In the period 1925-38, by 
way of contrast, the French national product declined by 13 percent 
and the Yugoslav by 2 percent. Finally, the dynamism of the United 
States and Canadian economies since 1938 had no counterpart in the 
interwar period. In 1938, the United States national product was 
only 18 percent higher than in 1925, while the Canadian was 33 per- 
cent higher than in the earlier year (appendix table IT). 

3. In eight Western European countries,’ and in the United States 
end Canada, the relative importance of various industries in the origi- 
nation of the national income changed considerably in the 1938-52 
period. The median share of manufacturing and mining rose in all 
these countries (except Denmark) from 25.5 to 33 percent. The share 
of construction increased in every country, from a median of 4.0 per- 
cent to one of 5.9 percent. The median share of agriculture, forestry, 
and fisheries has remained constant, at little more than 14 percent. In 
individual countries, however, both moderate to sharp increases (Can- 
ada, United Kingdom, and Netherlands) and moderate to sharp de- 
creases (West Germany, Italy, Finland, and the United States) have 
taken place. The share of services (excluding utilities and transpor- 
tation, for which the evidence is uncertain) has fallen in all the West- 
ern countries, except Greece, from a median of 37 to 33 percent. Fi- 
nally, net income from abroad, once a considerable factor in a number 
of Kuropean economies, has diminished or disappeared other than as 
American governmental aid. 

Norway, Finland, Denmark, Western Germany, Netherlands, United Kingdom, Italy, 


and Greece. 
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Thus, the most dynamic sectors of the Western economies over the 
period 1938-52 have been manufacturing, mining, and construction, 
Income from agriculture has developed at the same rate as the entire 
economy, while the expansion of services has lagged (appendix table 
III). 

Changes in the relative importance of the various industries have 
been associated with differentials in the growth of productivity (meas- 
ured in terms of income in constant prices per employed person rather 
than in physical terms such as tons of coal). In general, e. g., in 
Scandinavia, Germany, Netherlands, Italy, and the United States, 
manufacturing, mining, and utilities have become the sectors of 
highest per capita earnings in the postwar period. In Ireland, 
transportation and trade is the sector so distinguished; in the United 
Kingdom, agriculture. With one exception, already noted, agri- 
culture is the least productive sector in all Western European coun- 
tries and the United States. These relationships contrast markedly 
with those of the pre-World War II period, when services, especi- 
ally transportation and commerce, were the most lucrative indus- 
tries, while manufacturing was low, or even lowest, in returns. 

5. Important changes have taken place in the pattern of expenditure 
of the gross national products of the Western European countries, the 
United States and Canada: 

(a) In Seandinavia, Germany, the Netherlands, the United King- 
dom, Austria, the United States, and Canada the share of the national 
product allocated to private consumption has dropped, from a median 
of 73 percent in 1936-38 to a median of 63 percent in 1952-53. The 
United States, the Netherlands, the United Kingdom, and Austria 
have been marked by the greatest reductions in the share of consump- 
tion. However, the lowest share devoted to private consumption in 
any country outside the Lron Curtain is 49.8 percent, in Yugoslavia, 
which is generally characterized by a Soviet-type expenditure pattern. 
Turkey, Greece, It: aly, Portugal, Ireland, and probably Belgium have 
been distinguished by increases in the shares of national product de- 
voted to private consumption, from a median of 73 percent to one of 
77 percent. In Spain and Portugal, too, the shares consumed are 
high, 72.5 percent and 80 percent, respectively. 

(6) In seven Western European countries (Scandinavian nations, 
Netherlands, United Kingdom, and France), and in the United States 
and Canada, the share of the national products consumed by the gov- 
ernment has risen greatly since 1938. The main force in this ex- 
traordinary growth of government demands for current purposes has 
been defense. 

At the same time, government consumption as a share of the na- 
tional product | has declined in at least five countries: West Germany, 
Italy, Greece, Turkey, and Austria. In 1! 36-38 the proportion ¢ allotted 
to the government by those countries ranged from 23.6 percent in 
Turkey to 15.9 percent in Greece. By 1952-53, the maximum in this 
group of countries had fallen to 18.1 percent, in West Germany; the 
minimum, to 9.4 percent in Greece. Spain and Portugal, too, are dis- 
tinguished by low shares of government consumption. 

(ec) The share of gross investment (adjusted for foreign-trade bal- 
ances) has increased markedly in Western Europe, the United States, 
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and Canada since 1938, from a median of 14 percent to 15 percent.® 
Nevertheless, a wide variation in investment rates has persisted. In 
1938, the lowest investment rate was in Greece; rates below 10 percent 
also characterized France, Ireland, Portugal, and Austria. In 6 coun- 
tries, including the United States and the United Kingdom, it ranged 
from 10 to 17 percent, while in Germany, Italy, Finland, Sweden, 
and Norway between 18 and 23 percent of the gross national prod- 
ucts were being invested. In 1952-53 Denmark, Netherlands, Austria, 
and Yugoslavia had been added to the original group of countries 
with investment rates of 18 percent or higher. In the middle group 
investing 12 to 17 percent of the gross national product were Turkey, 
France, United Kingdom, Belgium, Ireland, Spain, and the United 
States. Rates of 10 to 18 percent characterized Portugal and Greece 
(appendix taovle VI above). 

The estimation of trends in per capita private cansumption is 
complicated, since the calculations must be based on the relations 
between a number of estimated variables (gross national product in 
fixed prices, the share thereof taken by private consumption, and 
the population). Hence, the probability of error is so considerable that 
only orders of magnitude can be discerned with any confidence.’ 
In Western E urope, the United States, and Canada the rates of in- 
crease in per capita consumption between 1936-88 and 1952-53 have 
varied considerably. Five groups may be isolated (tables I, VI, and 
VII): 

(a) Nations with very rapid increases in the standard of living (45- 
50 percent higher per capita consumption in 1953 than in 1938) : the 
United States and Canada. 

(b) Nations with rapid increases in per capita consumption (25-35 
percent gains) : Norway, Belgium, Portugal, and Turkey. 

(c) Nations with moderate increases (11-20 percent gains) : Den- 
mark, Sweden, West Germany (since 1936), France, and Ireland. 

(d) Nations exhibiting very slight increases in the standard of liv- 
ing (4 to 8 percent gains, 1938 to 1952-53) : United Kingdom, Italy, 
Austria, and Finland. 

(e) Finally, in three nations, slight to appreciable declines in the 
standard of living (averaging possibly 5 percent) have taken place 
since 1938 : the Netherlands, Greece, and Yugoslavia. All were coun- 
tries which suffered heavy war damage. ‘The Netherlands, in addi- 
tion, lost its income from the East Indies. Also, its population grew 
19 percent compared to a median of 12 percent for the 16 European 
nations considered. Finally, Dutch investments had to be expanded 
greatly to achieve even a moderate economic revival, while defense 
expenditures have about quadrupled since 1938. 

In the case of Greece, the dominant factor has been the prolongation 
of hostilities through 1948. In Yugoslavia, the adoption of the Soviet- 
type structure, with a monstrously large government and military 
establishment, and with a heavy investment effort, unquestionably 
lowered living standards. 


In general, investment rates have increased over 50 percent in Austria, France, Portu- 
gal, and the Netherlands; also risen substantially in West Germany, United Kingdom, 
United States, and Finland; and declined measurably only in Belgium and Greece 

’For the population figures see U. N. Demographic Yearbook, 1953, pp. 69-81 and 
appendix tables XIV-XVI. 
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7. Only partial data are available showing the patterns of consumer 
expenditure in Western Europe, the United States, and Canada. In 
general, the proportion of total expenditure devoted to food has been 
enversely related to high and growing standards of living. Greece had 
the highest in 1953 (60.6 percent), a share compar: able with that ex- 
pended i in the Soviet-bloc countries. Italy is next (47.4 percent) and 
is followed by Belgium, Austria, France, and the Netherlands 
(44.8-39.1 percent). Norway, West Germany, United Kingdom, Swe- 
den, and Ireland comprised the E uropean group devoting the lowest 
shares to food (33.3-30.5 percent). The United States spent 27.1 per- 
cent and Canada 24.6 percent. 

Rents—Primarily because of controls and subsidies, the share of 
expenditure devoted to rents fell markedly between 1938 and 1953. In 
Norway, Sweden, the Netherlands, United Kingdom, United States, 
and Canada, the median share devoted to rents declined from 15.2 
percent, prewar, to 7.9 percent in 1953. ~ a few countries, where 
rents reached a very low level in 1949 (e. g., 1.6 percent in France) 
there has been a slight upward movement in the last few years. 
Today only in Belgium is there heavy expenditure on rent (18 per- 
cent). 

Other components of consumer expenditures show far greater ir- 
regularity. The propensity to consume a/cohol, tobacco, and other non- 
durables other than clothing correlates rather highly with high and 
rising standards of living. The United States and Italy are, however, 
marked exceptions, with the Italians spending a far larger share of 
private income on these luxuries than Americans. Differences in na- 
tional patterns are also evident in the demand for clothing, which is 
extremely high in Norway, Sweden, and the Netherlands. In the last- 
named country, the share devoted to clothing increased from 9.5 per 
cent in 1938 to 15.9 percent in 1953, notwithstanding a considerable 
decline in the general standard of living. In contrast, the shares de- 
voted to clothing in the United States and the United Kingdom have 
been the lowest of all. The demand for durable goods is low in Greece 
and Italy (1.8 percent and 3.1 percent of consumer expenditures, re- 
spectively ), but otherwise quite irregular in relation to both the level 
and the trend of living standards. It has risen markedly in the United 
Kingdom, Canada, and the United States, but it has fallen in Norway 
and Austria. Finally, the demand for private services correlates 
rather well with standards of living, ranging in 1953 from 7.3 percent 
in Greece to 29.2 percent in the United States. 

To sum up.—Incomplete data seem to indicate that, except for the 
inelasticity of demand for food, no international generalization can 
be safely made in correlating specific patterns of demand with rising 
or falling standards of living (Appendix table VII). At most, some 
stability in preferences may exist within the same country. 

8. The concept of Government expenditures is more comprehensive 
than that of Government consumption of goods and services for cur- 
rent civil and military functions. It also includes transfer payments 
(social security, veterans’ gratuities, interest on the public debt, ete.), 
subsidies for consumers’ goods, Government gross investment, and 
loans and capital transfers to other sectors. The last component is 
often hidden in extraordinary “capital” budgets, the accounts of 
Government corporations, or other odd corners which make possible 
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disguised deficit financing. Ascertainment of its existence and meas- 
urement of its size has been possible only in a few cases. 

In general, even “regular” expenditures have been taking sharply in- 
creasing shares of the gross national product in Norway, Sweden, Den- 
mark, Netherlands, United Kingdom, France, the United States, and 
Canada. For these nations, the median was 22.9 percent in 1938 (with 
a minimum of 16.5 percent in Sweden, and a maximum of 27.2 percent 
in the United Kingdom) and 27.3 percent in 1953 (with a minimum of 
22.3 percent in Denmark, and a maximum of 35.7 percent in United 
Kingdom and France). Beyond this, known governmental loans and 
transfers in 1953 took an additional 1 percent of the gross national 
product in the United States, and between 4 and 5.1 percent in Norway, 
United Kingdom, France, and the Netherlands. 

The pattern of “regular” governmental expenditures in the countries 
just named has changed considerably since 1938, though far less so in 
Kurope than in the United States. In the latter, expenditures for 
defense increased from 6.6 percent to 47.5 percent of the total, while 
those for current civil functions declined from 50 to 27 percent; for 
investment, from 18.4 percent (once the maximum) to 8.3 percent; and 
for transfer payments and subsidies, from 25 percent to 17.2 percent. 
For Norway, Denmark, Netherlands, United Kingdom, France, 
Sweden, and Canada, the median share of governmental expenditures 
devoted to defense has risen from 9.5 to 19.5 percent. Transfer pay- 
ments and subsidies are also claiming a larger portion, a median of 
35.8 percent against 34.3 percent in 1938. The drop in investment in 
“regular” budget, from a median of 11.1 percent to 10.4 percent, has 
been more than counterbalanced by the rise of extra-budget loans and 
transfers. Finally, expenditures for current civil functions alone 
have fallen markedly from a median of 49.7 percent to 35.4 percent. 
The patterns of expenditures of other European countries, such as 
West Germany, Italy, Greece, etc., are fairly similar, although defense 
expenditures (or equivalent occupation costs) are somewhat lower. 

While in many European countries the share of defense expendi- 
tures has risen markedly since 1938, both in relation to gross national 
product and to total governmental spending, the changes in pattern 
appear to have been less drastic in the United States. Current civil 
functions, investment and, especially, transfer payments and _ sub- 
sidies are not nearly so outweighed by defense as in this country 
(appendix table VITTa). 

9. Deficit-financing has been characteristic of most western govern- 
ments both before and since World War II. Of the countries for 
which reasonably reliable data are available, Norway alone has con- 
sistently maintained a truly balanced budget. She has been joined 
since World War II by Austria, and probably Canada, Sweden, and 
Denmark. The major powers have, paper figures aside, been going 
ever more in debt. In Greece and Turkey, government finances are out 
of control, with revenues covering only two-thirds or less of expendi- 
tures. In general, the failure to approach budgetary balance, and 
with it price stability, has been a chronic condition of many Western 
economies. 

Direct and usually progressive taxes on personal and corporate in- 
come and capital (including social-security payments) have become 
an increasingly important source of Government revenue since the 
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war. This trend reflects increasing concern in the West with income 
equalization and with maintaining strong consumer demand. The 
growth of direct taxes has also created new problems, for the revenues 
from such taxes fluctuate markedly in response to business conditions 
and, hence, are difficult to predict. Furthermore, high rates of direct 
taxation have an inhibiting effect upon savings and capital formation. 
For 8 countries for which both pre- and post-war data are available, 
the median increase in the share of government revenues derived from 
direct taxes has been 18 percent, with the largest rise (34 percent) 
applying to the United States. 

Indirect taxes are those chargeable as a business cost and those levied 
on the purchase, possession, or use of real estate, goods and services. 
In general, indirect taxes are fairly certain sources of revenue, espe- 
cially when levied upon land and upon articles of mass consumption. 
They have, of course, a regressive effect, with the heaviest impacts 
falling upon low-income groups and marginal enterprises. By the 
came token, they promote capital concentration and savings among 
high-income groups or by the State, which may be desirable in coun- 
tries with low capital resources. Their role in the tax system of many 
Western nations has been diminishing, most sharply in the United 
States, Canada, and Sweden. In Norway, Denmark, and the Nether- 
lands, however, the marked fall in revenues from government enter- 
prises has forced greater dependence upon indirect taxes. Only in 
Turkey, Yugoslavia, and the countries of the Soviet bloc does in- 
creasing dependence upon this source of revenue appear to be a volun- 
tary government policy. Nevertheless, indirect taxes are second only 
to direct taxes in importance: In Austria, Netherlands, United King- 
dom, Denmark, West Germany, Norway, Canada, and Portugal (38.3 
to 45.7 percent of the government revenue derive from this source), in 
France (49.8 percent), in Italy, Greece, and Turkey (54.5 to 58.5 
percent). In the United States and Sweden the shares are excep- 
tionally low (31.7 percent and 27.3 percent, respectively ). 

Revenues from government enterprises ( post oflic ‘e, government 
railroads, ete.), have declined in importance in Norway, Denmark, 
Sweden, the Netherlands, the United Kingdom, France, and the 
United States, from a median share of 14.3 percent of all government 
income to 4.6 percent. Only in the United Kingdom, Canada, and 
Turkey did more than 6 percent of government revenues derive from 
this source in 1952-53. 

Evaluating the tax systems in their entirety, one may divide the 
Western European countries, the United States, and Canada into 
7 following four groups: 

Over 60 percent of government revenue from direct taxes 
Sw aaa nited States. 

b. From 50 to 60 percent of government revenue from direct taxes: 
Norway, Denmark, West Germany, Belgium, Netherlands, Austria. 

c. From 40 to 49 percent of government revenue from direct taxes: 
Greece, Canada, France, Portugal, United Kingdom. 

d. Under 40 percent of government revenue from direct taxes: 
Turkey, Ireland, Italy. 

10. Grave uncertainties characterize the statistical information on 
gross investment trends in constant prices in Western Europe, the 
United States, and Canada, with the valuation of construction being 
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suspect. In general, however, it is clear that investment rates are 
substantially higher today than in prewar years. 

Another present-day characteristic is the substantial role of gov- 
ernment in investment either directly or through loans, transfers, 
and guaranties to private businesses and households. In France and 
the United Kingdom 45-60 percent of all investments rest ultimately 
upon government support; in West Germany, the Netherlands, Greece, 
Austria, and probably Denmark and Sweden as well, from 30 to 45 
percent; and in Norway, Lreland, Portugal, the United States, and 
Canada, from 8 to 25 percent. In many countries, for example, 
the United Kingdom, the Netherlands, Sweden, dependence upon the 
vovernment is increasing. In the United States and Canada, it has 
fallen sharply since 1938 (appendix table IX). 

The distribution of investments by industries, pre- and postwar, 

be traced for too few countries to permit any determination of 
trends, 1988-53. Nevertheless, even the current data are suggestive 
when related to information on the shares of national income derived 
from the corresponding industrial sectors (appendix tables III and 
IX). They indicate the anticipated direction and, to some degree, 
rate of structural change in each economy. Thus, agriculture, for- 
estry, and fisheries will probably develop fastest—relative to other 
industries—in the United States and Canada; next fastest in the 
United Kingdom, Western Germany, and Norway; more slowly in 
Italy, Turkey, the Netherlands and Denmark; and slowest in Ireland, 
Portugal, and Greece. In the countries last named, where low con- 
centration on agriculture is combined with a low gross investment 
rate, actual declines in agriculture may well take place. 

The highest intensity of investment in the fields of mining, manu- 
facturing, and utilities, relative to income currently generated, may 
be found in Turkey and Greece ; the lowest, in Norway, Denmark, and 
West Germany. Other countries, such as the United Kingdom. Italy, 
and the United States, are characterized by intermediate intensities. 
Norway, Denmark, Italy, Greece, and Turkey are investing most in- 
tensely in transportation and communications; West Germany and 
the United Kingdom, least intensely. Finally, the greatest concen- 
tration of investment in housing and services (relative again to income 
generation from these sources) occurs in Denmark, Western Germany, 
Ireland, and Greece. The United States, Italy, the Netherlands, and 
Norway are in an intermediate position, while Turkey, the United 
Kingdom, and Canada put least emphasis upon these portions of the 
economy. 

11. Forecasting the potential growth of the Western economies in- 
volves the consideration of numerous factors: Long-term trends; the 
= of the labor force and other inputs; specific bottlenecks in for- 

‘ign trade; taxation policy, and so forth. For these reasons, no ag- 
gregative forecast appears possible for the Western European econ- 
omies. Each must be examined in the light of its own capacities and 
its own problems. At the present time, only a tentative division may 
be advanced between countries for which forecasts of continued growth 
ap a justified on both historical and structural grounds, and coun- 
tries in which stormy economic histories and present-day difficulties 
create enneraiids as to the future. Norway, Sweden, the Nether- 
lands, the United Kingdom, the United States, and Canada may be 
placed in the first group. The potential rates of growth of the na- 
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tional products in this group vary considerably with forecasts of 
average increases of 4 — per year for the | nited States, and per- 
haps 2.6 percent per year for the United Kingdom (each in its own 
price system ).?° 

In the other European countries the outcomes depend upon many 
variables. For example, France has many conditions favoring rapid 
growth: Unused agricultural capacity, manpower reserves both in 
agriculture and handicrafts, rapidly rising productivity in manufac 
turing, and so forth. At the same time, low productivity and insuffi 
cient output in agriculture plus a chronic financial overcommitment 
of the Government inducing recurrent inflation are severe barriers to 
progress. Only if they are successfully attacked is France’s future 
bright. Again, West Germany’s recovery since World War IL has 
been remarkable, with great credit due to effective taxation policies. 
But this should not obscure the fact that this recovery has been ac- 
complished largely by rapid increases in labor input m: ade possible by 
immigration, and by favorable terms of trade made possible by low 
wages and limited consumption. German productivity has risen only 
slowly ; German equipment is far from modern. Should labor demand 
a greater share of the national product, Germany’s competitive posi- 
tion in foreign trade and, indeed, its entire pattern of growth might 
be seriously endangered. Yet, should Germany restrain domestic 
demand, its vulnerability to fluc ‘tuations in world trade would remain 
extremely great. 


See “Potential Economic Growth of the United States During the Next Decade,” 
Joint Committee on the Economic Report. 83d Cong., 2d sess., 35 pages. Washington 
1954. 








Cuaprer XI. Economic TrRENDs IN THE Sovier UNION AND 
CaPpTivE EUROPE 


Three processes have dominated the development of the patterns of 
national income and expenditure in the Soviet Union and captive 
countries. The first has been the transition from economies largely 
characterized by peasant agriculture, handicrafts, and limited urbani- 
zation to those marked by substantial heavy industry, moderate urban 
services, and a subordinated agricultural sector; from economies dis- 
tinguished by limited monetary circulation and low capital accumula- 
tion to those of a more dynamic cast. This transition took place 
in what is now East Germany and in Czechoslovakia before World 
War I. In the Soviet Union, it was virtually effected between 1928 
and 1937. In Poland, it began in the late 1930’s and was largely com- 
pleted in the period 1946-48, thanks partly to a favorable shift in 
boundaries. In Hungary and Rumania, it is now underway, while 
in Bulgaria and Albania it is still to come. 

The second process was that of economic mobilization, combat, and 
rehabilitation in World War II. In general, all of those countries, 
except Czechoslovakia and Bulgaria, suffered heavy losses in human 
life and in capital resources during the war. Beyond this, the effects 
of World War II varied widely from country to country. In the 
Soviet Union, territorial expansion, adding 10 percent to the country’s 
population; lend-lease, UNRRA, postwar reparations and tribute 
from the captive states, the labor of prisoners of war, plus stern meas- 
ures to increase labor input and the intensiveness of use of capital all 
served to soften the impact of war losses. In Poland, war losses and 
changes in territory drastically cut down the population, but at the 
same time industrial capital increased. In Czechoslovakia, the expul- 
sion of the Sudeten Germans and the cession of Ruthenia to the Soviet 
Union offset gains through wartime investments in heavy industry. 
Both Poland and Czechoslovakia were given massive UNRRA aid. 
In contrast, Rumania, probably the most hapless of the captive coun- 
tries, was robbed by Russians and Germans alike, bled white in World 
War II, forced to cede large territories, and received aid from no one. 

The third process has been that of increasing militarization, with 
the rapid growth of expenditures on regular armed forces, security 
police and Communist Party apparatus, especially since 1949. This 
has been accompanied by growing disproportions in investment and 
in productivity between industry, especially heavy industry, and 
agriculture. Another concomitant has been the reduction in the share 
of personal consumption in the national product, sometimes aggra- 
vated by absolute drops in per capita consumption, as in Poland 
(1947-52, cf. appendix table XI-3). Finally, the captive countries 
have been forced to contribute heavily to the Soviet account (through 
the support of Soviet troops stationed within their borders, through 
artificialities in terms of trade, and through many other devices) and 
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to copy Soviet fiscal practice, such as primary dependence upon regres- 
sive taxation. 

As results of these processes and of the oper: : ion of factors peculiar 
to each country (see Staff Papers on Poland and East Germany), 
the following developments have taken place in the national ac- 
counts of the Soviet Union and the captive countries of Eastern 
Europe. (Among the latter, data on Poland and East Germany, alone, 
are available with some degree of fullness and reliability. Studies 
on Czechoslovakia and Hungary are in progress, with some prelimi- 
nary results available. For Rumania, Bulgaria, and Albania com- 
ae shensive studies have yet to be made.) 

The national products of the Soviet Union and the captive coun- 
otis in fixed national currencies and at factor cost, have grown as 
follows: In the Soviet Union the gross national product in 1953 is 
estimated to have been 62 percent higher than in 1937, and 43 percent 
higher than in 1948 (at 1937 factor costs).". In Poland, the 1953 prod- 
uct exceeded that of 1938 by 36 percent; that of 1948, by 46 percent.” 
The Czechoslovak national income in 1953, in 1948 factor costs, is esti- 
mated to have been 24 percent higher than in 1937, but 39 percent 
higher than in 1948. East Germany’s national income in 1953 was 
believed to be 6 percent above that of 1936, and thus well below that of 
1938.4% But in East Germany, too, the period 1948-53 has been one of 
rapid increase, totaling 51 percent. 

In all, the national products of the Soviet Union and the captive 
countries had risen, by the end of 1953, substantially /ess than had 
those of the United States, Canada, and the nations of independent 
Europe. On the other hand, their rates of growth, 1948-53, were con- 
siderably greater. Both phenomena are explicable in large degree 
to more extensive war damage and slower rehabilitation in the East 
than in the West; generally speaking, recovery from the war was com- 
pleted 2 or 3 years later in the former area. In the most recent period 
of renewed expansion, the eastern growth rates have declined. 


Annual rate of growth of national product in constant national prices’ 


Country 1948-50 1950-53 

Percent Percent 
Dorrtet Tibi sé stn cttdedddentsnainte 10 | 6.0 
inn ncithiamsiine 7 
East Germany.............-.-- 2 6.0 


1 Calculated from data underlying tables X-1, XI-1, and XII-1 


2. While strictly comparable information is not available, it appears 
that the rate of economic growth in the Soviet Union and in East 
Germany since 1950, 6 percent per year in constant national cur- 
rencies, corresponds to the rate achieved in these areas for a decade 
and more prior to World War II (appendix table if). In Poland 
and Czechoslovakia, economic expansion since 1937-38 contrasts with 
stagnation in the earlier period (appendix table I ). Thus, while 
different mechanisms have been employed in the two areas, both the 
Fast and the West are manifesting greater economic dynamism than 
before World War II. 


11 Appendix table X-—1. 

2 Appendix table XI-—1. / 

13 Estimate prepared by Mr. Ivan Matusek of the U. S. Department of State. 
4 Appendix table XII-1. 
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3. In the Soviet Union, Poland, East Germany, and Czechoslovakia, 
the relative importance of various economic sectors in the origination 
of the national income changed considerably in the years 1936-38 to 
1952-53. The share of agriculture droppe “d mi arkedly—from 36 per- 
cent to 23 percent in the Soviet Union, from 39 pe reant to 22 percent 
in Poland, from 27 percent to 13 percent in Czechoslovakia, and from 
IS percent to 16 percent in East Germany. On the other hand, the 
share of industry, including construction and handicrafts, increased 
from 34 percent to 46 percent of the national income in the Soviet 
Union; from 36 percent to 51 percent in Poland, and from 41 per- 
cent to 52 percent in Czechoslovakia. In East Germany it remained 
stable at the high proportion of 57 percent of national income. — 
share of services has remained roughly stable at the low level of ‘ 
to 30 percent of the national income. 

In sum, the dynamic sectors of the eastern economies have been 
manufacturing, mining, construction, and, in services, the armed 
forces and transportation. Agriculture has stagnated or, as in Poland 
and Czechoslovakia, declined significantly. 

}. Differences between the man-year productivity of the labor force 
in the industrial and the agricultural sectors were, by and large, great- 
er in the East than in the West before the war. Thus, in 1936-38, the 
Soviet farmer originated only 31 percent as much income as did the 
worker and employee in industry, handicrafts and construction; the 
Polish, 24 percent: and the East German, 59 percent. By 1952-53, 
these differences had widened, so that agricultural productivity ran 
only 19 percent, 19 percent and 30 percent, respectively, in relation 
to industrial productivity (appendix tables X-2, XI-1, and Staff 
Paper on East Germany). 

5. In the Soviet Union and Poland, man-year productivity (at con- 
stant prices) | er person employed in the entire economy in 1953 was 37 
percent and 45 percent higher, respectively, than in 1937-38. The 
primary aeibaiinaats of these rises have been structural changes in the 
employment pattern, with large-scale manufacturing, mining, and 
transportation growing at the expense of handicrafts and agriculture ; 
and increases in the length of the workweek (by 20 percent in the So- 
viet Union). In the Soviet Union, man-year productivity in trans- 
portation and communications was 54 percent higher in 1953 than in 
1937; in large-scale manufacturing, mining, and utilities, about 36 per- 
cent higher. The corresponding figures for man-hour productivity 
are 28 percent and 13 percent. In agriculture, man-year productivity 
in 1953 was at least 15 percent below that of 1937, a bumper year, but 
slightly better than in 1940- (appendix table X-2). 

In Poland and in East Germany even man-year productivity in the 
major economic sectors still remains at or below prewar levels. Polish 
output per man in large-and-medium scale manufacturing, mining 
and utilities is only 87 percent of the 1938 level; in contrast, “the small 
transportation and communications sector has gained a productivity 
at least 25 percent higher (appendix table XI-1). No sector what- 
soever of the East German economy appears to have surpassed the 
1936, let alone the 1938, productivity levels, and output per man in 
agriculture remains notably low. 

6. Important changes have taken place in the patterns of expendi- 
ture of the gross national product in the Soviet Union, Poland, and 
East Germany, and presumably in the other captive countries as well. 








. 


“s 


phe aaa! 


—<« 


TRENDS IN ECONOMIC GROWTH de 


The share of private consumption has dropped notably, from 58 per- 
cent to 47 percent in the Soviet Union, 1937-53; from 77 percent to 
45 percent in Poland, 1938-52; and from 64 percent to 50 percent (at 
market prices which exaggerate consumption) in East Germany, 
1936-52. Correspondingly, the share of Government consumption 
has soared, from 20 percent to 27 percent in the Soviet Union, from 
11 percent to 32 percent in Poland, and from 20 percent to 35 percent 
in Kast Germany. The major dynamic increasing Government con- 
sumption in the Soviet Union has been military expenditures, which 
rose from 8 to 15 percent of the gross national product (tripling in 
absolute size) between 1937 and 1953. In Poland and East Germany, 
Soviet exactions plus domestic military expenditures have led to the 

vast increases in governmental demand. In general, between 15 per- 
cent and 21 percent of the gross national products of the Soviet Union 
and the captive countries are either direct military expenditures, or 
their equivalent, in transfers to Soviet account. These proportions, 
when set against a rredian of 5 perce ni for inde pe ndent Europe and 
a figure of 14 perce nt for the United States. explain the pe rsistent 
dange r of Noviet-bloc aggre ssion against the West de spite the East's 
inferior economic stature. 

The shares of the gross national products devoted to gross invest- 
ment have risen in the Soviet Union and Poland, from 21 percent to 26 
percent, and from 12.5 percent to 23 percent, respectively, between 
1937-38 and 1952-53. In Eastern Germany the 1936 investment rate of 
15 percent has only recently been regained. In general, the countries 
of the Soviet bloc are distinguished by somewhat higher investment 
rates than in the West, as a whole, but like those of Scandinavia and 
ee Germany. 

Private c onsumpt ion pe re apits Lappears to be at, or slightly above, 
abs prewar levels in the Soviet Union, Poland, and Czechoslovakia. 
For Poland this represents a drop of some 18 percent since 1947. In 
East Germany consumption per capita has been rising since 1946, 
but it is still some 19 percent below the 1936 level. 

Social differentiation is proceeding rapidly in Soviet-bloc countries. 
In the Soviet Union, especially, urban standards of living have risen 
substantally above prewar levels, particularly with regard to the avail- 
ability of consumers’ durables and entertainment. Agricultural liv- 
ing standards have fallen correspondingly. Furthermore, real income 
differences between oce upations appear to have widened in the Soviet 
Union since 1937. 

The high share of food in urban consumption in the Soviet bloc 
testifies to low standards of living: 


Percent of food in budget 


Country 1936-38 1953 
Soviet Union ! 7 50+ 
Poland 2 48 64 
East Germany ? 38 39 
Czechoslovakia ? 416 65 
Hungary ? 40) $4 


1 Table X-4 
2UN E/ECE/174 (1954, p. 64). 
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Finally, mention should be made of the greatly increased scale of 
educational and health expenditures in the Soviet bloc, even when 
estimates for the military and Communist Party elements hidden 
therein have been deducted. ‘These compensate to some extent for 
the low and essentially stagnant levels of private consumption. 

8. Data on government expenditures and revenues can be sum- 
marized in broad outline only, in the presence of many incompletely 
analyzed elements. In general, the proportion of gross national 
product embraced by total government expenditures (including trans- 
fers) has risen markedly in the Soviet bloe and, today, it averages 
possibly 60 percent at factor cost. Differences in accounting prac- 
tice introduce some variations; in the Soviet Union, a large propor- 
tion of gross investment derives from self-financing by state enter- 
prises and hence is excluded from the general government budget. 
In Poland, the budget includes virtually all financing of investment, 
except for the currently insignificant private sector. Overall, gross 
investment is the largest area of Government expenditure, somewhat 
exceeding military costs. 

From the standpoint of revenue, two features are outstanding. 
First, is the great emphasis upon indirect taxation, primarily leveled 
at basic consumer goods. For such commodities as bread, and kero- 
sene for lighting, taxes in the Soviet Union constitute more than 80 
percent of the sales price. The second characteristic is the inclusion 
of forced bond purchases, and even voluntary savings, into “normal” 
revenue, a fact which makes possible “balanced” budgets and deficit- 
financing at the same time (appendix tables X-5, XI-5). 

9. The outstanding characteristics of Soviet-bloc gross investment 
patterns are the very high proportions devoted to industry and the 
low proportions devoted to agriculture, particularly in relation to 
the incomes derived from these sectors (cf. appendix tables X-1 
and X—6, XI-1 and XI-6). 

10. The projection of the national products of the Soviet bloc coun- 
tries to 1970 presents many difficulties. For the Soviet Union, some- 
what more than a doubling, or a sustained rate of increase of 4.5- 
5.0 percent per year, measured in 1934-37 factor costs, appears to be 
a probable maximum under favorable conditions (see staff papers). 
This means that the gap between the United States and the Soviet 
Union is not likely to narrow appreciably, in percentage terms, espe- 
cially if the effects of the differences in the price systems of the two 
countries on the apparent rates of growth are taken into account. 
In fact, the absolute gap should widen. 

For the captive countries, profound political uncertainties prohibit 
the undertaking of long-term economic forecasts. 





PART THREE: STAFF PAPERS 
A. PopuLaTION AND MANPOWER 


Knowledge of population characteristics and manpower trends 
rests fundamentally on national census data. Censuses have been 
taken since World War II by the United States, the countries of inde- 
pendent Europe and of captive Europe. Fairly reliable current data 
can be estimated from them. The Soviet Union, however, has not 
published results of a national census since those of the census taken 
in 1939, although some isolated facts and figures have been released. 
Consequently, data for the Soviet Union are more tenuous than for 
other countries. Some work has been done on regional aspects of 
European population and manpower. However, besides bei ing rela- 
tively scarce, such data tend, like all aggregates, to conceal variations 
around the average. 


REGIONAL POPULATION CHARACTERISTICS 


Among the regions considered, the population of the United States 
is exceptional for its assimilative and integrative character even 
though it contains race and language minorities. The Soviet Union 
pursues measures of integration, or, more properly, Russian ascend- 
ancy over other Soviet peoples, but has much larger and more diverse 
minorities within its borders. Over 11 important ethnic groups are 
recognized, including more than 100 separate peoples. No little 
authoritarian effort 1s needed to force Moscow’s will on these many 
divergent groups. The political fragmentation of Europe is well 
known. Though relatively homogeneous racially, Europe’s fragmen- 
tation echoes a Babel of national and subnational tongues. All 
such differences tend to weaken attempts at concise international 
comparison. 

Another sort of difference between the countries of East and West 
is the uneven distribution of population in relation to territory. Some 
1952 population densities, ranging from 331 inhabitants per square 
mile in Central Europe to 24 in the Soviet Union, are shown in the 
following table: 


TABLE 15.—Density of population in 1952, Europe, United States, 
and the Soviet Union 


Inhabitants 


Region or country: per square mile 
a a ee ne ee: Ree 210 
IERIE? SEUNG er rene oniatibacminees elas denen ahs einai aatdeiban eben 331 
SI; NUN ak St cease etait talc ceded an ill telat 207 
prorticrn ‘and: Western: Burtye. oo 2.3. en oe deetonw nee 155 

MERI TIN dn bit nari aan aedbnnaebnematactbieicenhad sisted peieeaig eae decd aati 52 
re er 8 ee i 2 ee 2 ii cians negara ee saad 24 


Source: United Nations, Demographic Yearbook 1953, tables 1 and la. New York, 1954. 





1Shabad, Theodore. Geography of the U. S. S. R., Columbia University Press, New York, 
1951. 
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Most of the population of the Soviet Union is west of the Urals. 
The census of 1939 showed that two-thirds of the territory of the 
Soviet Union provided living space for 6 percent of the population, 
while 48 percent of the population was concentrated in 6 percent of 
the territory.2. The population density of these western Soviet terri- 
tories equals that in the most densely populated countries of Western 
Europe, even though the average for the Soviet Union is very low. 

The average density figure for the United States is also low. The 
addition of Canada’s figure, fewer than 3 persons per square mile, 
yields a North American average of 21 per square mile. Like the 
overall Soviet figure, this represents about 10 percent of the Euro- 
pean average. North America and the Soviet Union are alike i 
having territorial scope for population growth. However, the Soviet 
and Canadian open lands contain large unusable portions, because of 
climatic and geographic factors. 

The European average covers such disparate densities as 738 in- 
habitants per square mile i 1 Belgium, 536 per square mile in the 
United Kingdom, 264 per cotter mile in Hungary, and 199 in both 
France and Poland. The high figures for Belgium and the United 
Kingdom are significant in the light of the relatively high standards 
of living for which these countries are also notable. Increasing pro- 
ductivity of labor means new economic frontiers when the territorial 
frontier no longer exists. 


POPULATION CHANGES SINCE 19388 


The density figures shown above reflect the position at the end of 
a period of great changes, including those brought about by war. In 
the following table figures are given for the beginning and end of 
the war decade and for the year 1952, which more or less coincides 
with the achievement of postwar European recovery. Estimates for 
1954 are also shown. 


TABLE 16,.—Regional populations on Jan. 1, 1988, 1948, 1952, and 1954; Europe, 
United States, and the Soviet Union 


{Million inhabitants] 


Region or country 1938 1948 1952 1054 esti- 
: mate 

Western Europe . 247 268 278 280 
Other Europe 48 49 51 52 
Independent Europe 295 317 329 332 
United Stat 130 148 156 161 
tal West 425 165 185 493 

oviet Union 2 188 ( 205 212 
Captive Europe ‘96 RO 92 § 92 
Soviet Bloc 284 297 304 


See Glossary for regional groups 
2 In postwar territory. Census of 1939 indicated 170,467,000 within prewar boundaries 
Not available 
4 Adjusted to postwar territory. Territory new East Germany estimated to contain 16,700,000 
‘ Bureau of the Census estimates total 72,695,000 for Bulgaria, Czechoslovakia, Hungary, Poland, and 
Rumania. Estimates for Albania and East Germany total 19,800,000 


Source: National data supplied by U. 8. Bureau of the Census (see appendix) and General Statistics, 
OEEC Statistical Bulletin, July 1954 





* Balzak, Vasyutin, and Feigin. Economic Geography of the U. S. S. R., American edi- 
tion, Macmillan Co., New York, 1949. 
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The significance of the impact on Europe’s population of the war, 
and of the frontier changes and large-scale migration which followed, 
is obscured by examination in aggregative terms alone. For Europe 
as a whole, the losses directly attributable to the war (13 to 14 million 
people, or about 314 percent of the population) were almost balanced 
by the natural increase of population. The impact varied sharply 
from country to country. In the Netherlands and Finland, for ex- 
ample, the losses totaled : } percent of the population. In Western 
and Northern Europe war losses were generally far outstripped by 
natural increase, and the age structure did not alter appreciably. 

The United States underwent a phenomenal increase (almost 14 
percent from 1938 to 1948) reflecting a sharp rise in marriage and 
fertility rates. The Soviet ee — in total ee also, 
despite wer losses estimated as high as 20 to 25 million. Captive 
Kurope lost population eaenens of war casualties,’ territorial losses 
to the Soviet Union, expulsions, and refugeeism. 

For the longer period 1938-52, net changes are more clearly de- 
tectable; international migrations of refugees and expellees had been 
largely completed. The United States gained 20 percent in total 
popul: ition over 1938. Western Europe and the Soviet Union 
(within its postwar boundaries) each increased approximately 9 
percent from 1938 to 1952. Independent Europe’s population grew 
about 7 percent, reflecting smaller gains in Yugoslavia and Finland 
than in Western Europe and a net loss of population in West gram 

oer Europe still had an aggregate population in 1952 smaller by 

t percent than in 1938. If East Germany (which absorbed Volks- 
deutache and expellees from Polish-held Silesia) is excluded from 
the original figures for captive Europe, the l5-vear decrease is 12 
percent (73 million compared to 79 million). 

The totals given in table 16 for the West and the Soviet bloc indicate 
that the West is not only larger in combined population but grew more 
(a 16-percent increase compared with one of 6 percent) over the period 
1938 to 1952. Wartime experience evidently penalized the Soviet bloc 
very heavily 

The estimates of population at the end of 1953 show that although 
the population of the Soviet Union is now about 30 percent larger 
than that of the United States, it is only 75 percent as large as that 
of Western Europe. The population of the 7 Paris Treaty countries ® 

(210 million inhabitants) is about equal to the total Soviet popula- 
tion. The total of the Soviet bloc (304 million) is about 60 percent 
of the total West (493 million). China’s population (claimed to be 
580 million) gives the Communist bloc a great preponderance com- 
pared with this America-European “West.” Alinements with the 
other one-billion-odd inhabitants of the Free World clearly have great 
importance in determining population balance with the Communist 
bloc. 


United Nations Economic Commission for Europe, Economic Survey of Europe Since 
the War, Geneva, 1953, p. 6 

‘Estimated to have been as high as 7 million. Lisinski and Nieburg, Outline of the 
Economy of Eastern Europe. Mid-European Study Center, New York, 1953 

5 The United Kingdom, France, Federal Germany, Italy, Belgium Luxembourg, and the 


Netherlands, 
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TRENDS IN POPULATION GROWTH 


Birthrates in Western Europe were relatively low in many coun- 
tries ° before the war, having declined because of depression and other 
factors acting to modify family decisions. A postwar phenomenon has 
been the tendency to higher rates, currently ranging from about 14.8 
per thousand population in Austria to about 24.7 per thousand in 
Portugal. The United States has also experienced a reversal of pre- 
war experience and now has a birthrate of about 24.5 per thousand. 
This has been the average birthrate over the whole of the postwar 
period. In the Soviet Union there has been a decline in the birthrate 
from just over 38 per thousand in 1938 to a current 27 per thousand. 
Birthrates in captive Europe are of about this order of m: agnitude or 
higher except in East Germany (14.9 per thousand) and Hungary 
(19.7 per thousand) .? 

Estimates of the change in the crude death rate of the Soviet Union 
since 1938 indicate a reduction from over 19 per thousand to under 12 
per thousand today. An official, but doubtful, claim has been made 
that the Soviet death rate is down to 8.9 per thousand. Though it is 
possible this is true in some selective sense, it remains to be proven 
that the Soviet Union has one of the lowest rates in the world. Crude 
death rates in the lowest known cases,* for example, are 7.4 per thou- 
sand in the Netherlands, 8.3 in Norway, 9.3 in Denmark, 9.5 in Sweden, 
9.6 in the United States, and 11.3 in the United Kingdom. 

The effects of these rates and other factors ® can be summarized in 
annual rates of increase of population. For the period 1948 to 1952 
the average annual rate was 1.76 percent in the United States and 
about 0.9 percent in Western Europe.”’ The latter figure covers a range 
of —0.01 percent in Austria (which also had the lowest birthrate) to 
.41 percent in Turkey. In approximately the same period the Soviet 
popul: ition increased annually by amounts variously estimated from 
1.5 to 1.7 percent. Over the shorter period, 1950 to 1952, captive 
Kurope is eumnenian to have had an aggregate annual population in- 
crease of about 1.1 percent. Thus it appears that the United States 
ona the Soviet Union are growing at faster rates than the other re- 

gions. Although Western Europe's rate of increase is lowest, its 
popul ition increases about 214 million a year compared with yearly 
increases of about 3 million in the Soviet Union. Conversely, the 
United States rate yields smaller increases in numbers than does the 
rate for the Soviet Union. Expected results of these increases are 
compared in the discussion of population projections. 


SOME ASPECTS OF POPULATION STRUCTURE 


The age and sex distributions of each population are important de- 
terminants of its economic capabilities. Current and future trends in 
economically active populations can be partly deduced from the pro- 
portions of total population in “working-age” groups, “retirement 


®* The extraordinary measures to raise birthrates in the Axis were taken because trends 
were stabilized at lower levels. 
See appendix tables XV, XVI, and XVII. 
* Data released at the World Population Conference held in Rome, 1954. 
’ Factors, such as marriage rates, fertility, or mortality. 
rhe foregoing data from General Statistics, OEEC Statistical Bulletin. 
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age” groups, and pre-working-age groups." Although complete dis- 
cussion is not possible, some salient aspects of such trends can be 
indicated. 

In Western Europe, the age structure of the population did not alter 
appreciably over the war decade. Since the upsurge in birthrates, 
somewhat larger proportions of the population is in the preworking 
ages (under 14). About 10 percent of the total population is in the so- 

called retireme nt age, 65 and over. The long-term decline of western 
death rates and consequent lengthening of life has brought about a 
prominent feature of the population structures of western nations, 
namely, the tendency toward higher average age. This “aging” can 
have obvious repercussions on the economic viability of countries. 

The United States is apparently following a similar trend. In 1953 
about 72 percent of total United States population (117 million) was 
14 years of age or older. Partly because of the resurgence of Ameri- 
can births, increase in the working-age groups has been small com- 
pared with the phenomenal growth in ‘population i in recent years.” 

In the Soviet Union, on the other hand, the increase in survival rates 
just prior to World War II is paying off now in additions to the work- 
ing-age groups. About 66 percent of the Soviet population was 15 
years of age and over in 1950. While near the European average, 
this percentage includes a smaller proportion of per sons age 65 and 
over. The captive countries apparently follow the American propor- 
tion in population of 15 and over (about 73 percent in 1952) although 
the shorter life expectancy, war losses in the working ages, and high 
birthrates of recent years have led to growth in the preworking ages. 

Every western country (including the United States) now has more 
females than males in its population, except Ireland. In the Soviet 
Union females made up about 53 percent of the 1950 population. 
During the years just following World War II the proportion of 
females to inales was particularly high in the 25 to 44 age group. It 
has been estimated that the number of males in this group was reduced 
one-fourth over the war decade. In captive Europe the female popu- 
lation nearly equals the male population, except in Kastern Germany, 
where females outnumbered males 5 to 4 in 1950. 


LABOR FORCE TRENDS 


Since the age structure of the population of Western Europe did 
not alter appreciably during the war, the number of people available 
for productive labor grew with total population. In 1948, after indus- 
trial production in Europe as a whole had regained its prewar level, 
European industry employed nearly 10 percent more people than in 
1938.3 

The low level of output per man which these figures imply was 
occasioned largely by the fact that important segments of European 
industry were ‘working far below capacity owing to irregular supplies 
of raw materials and other production bottlenecks. Since output per 
man was low, it was natural that big increases in output should mate- 





1 Conventionally set to include ages 15 to 64, 65 and over, and 0 to 14, but differences in 
sources available affect age structure discussion throughout this paper. 

12 Department of Labor, Bureau of Labor Statistics, Fact Book on Manpower, Bulletin 
No. 1171, Washington, September 1954. 

13 United Nations, Economic Commission for Europe, op. cit. 
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rialize, as bottlenecks were broken, without corresponding increases in 
employment. In the_ - year period 1948-52, industrial production 
in Europe increased 50 percent, an accomplishment brought about 
by a 40-percent sia. In output per man together with a 10- 
percent increase in employment. The percentage increase in employ- 
ment in the manufacturing industry between 1938 and 1952 was greater 
in Western Germany than in the United Kingdom, and in both it was 
considerably ereater than in either France or Italy. 

In 1953, about 125 million persons were included in the labor forces 
of Western Europe.’ The United States in the same year had a labor 
force of 67 million, compared with 55 million in 1939. 

Estimates indicate the Soviet employable labor force totals between 
105 million and 110 million, compared with about 95 million in 1940.* 
Seventy-five to eighty percent of all males and females aged 15 or 
older are believed to be in the labor force. The equiv: alent United 
States figure for 1953 was 57 percent which, while indicating the exist- 
ence of large labor reserves in the United States, gives pause to students 
of comparative economic strength. The difference arises from two 
causes mainly: the much higher employment rate of women in the 
Soviet Union (about 54 percent of those age 15 and over as opposed to 
about 83 percent in the United States) and the smaller numbers of 
those who attend school full time. In Western Europe, labor partici- 
pation rates range from 63 to 69 percent for males and somewhat lower 
for both sexes above age 14. 

The postwar position in the Soviet Union has been gravely affected 
by wartime events. Under the threat of war with Germany, new 
measures were taken to recruit and train labor for industry, to stabilize 
the staffs of enterprises, to utilize compulsion regarding transfers and 
to lengthen the working day, and to ensure the supply of qualified 
personnel in the places where they were most urgently needed. In 
the early part of the war the Soviet economy suffered great losses of 
manpower, and productivity fell seriously in many sectors though it 
later rose again as the economy was switched to a wartime footing. 
This was particularly true in the war industries which absorbed most 
of the available manpower at the expense of consumer goods produc- 
tion. Major movement of labor to the eastern regions “of the Soviet 
Union took place, the effects of which persist in the economy since 
the war. 

During the war, working hours were raised 50 percent; the propor- 
tion of women in urban employment rose from 88 to 53 percent (the 
highest wartime participation in the United States was 39 percent). 
Between 1940 and 1950, over 7.5 million are thought to have been 
added from this source alone, and children were drafted into the State 
Labor Reserve. With measures such as these and with the evacuation 
of men from German-occupied territories, the Soviet Union mobilized 
30 million men and 5 million women to maintain the armed forces and 
to replace 20 million casualties. The war reduced the number of males 
in the working-age groups, forcing the country to depend primarily 
on women workers, especially in agriculture. About 3.5 million women 


“ International Labor Office, Year Book of Labor Statistics, 1953, Geneva, 1953. 

® Shimkin, Demitri B. Manpower and Manpower Problems. Studies in Business Eco 
nomics No. 44, National Industrial Conference Board, May 1954. 

®* Barker, G. R.. Soviet Labor, Bulletins on Soviet Economic Development No. 6 (Series 
2), June 1951. University of Birmingham, and Frederick Praeger, Inc., New York, N. Y. 
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were estimated to have been working in the transport industries in 
1946-47. Asa result of these events, Soviet. citizens suffered a decline 
in living standards from their already low level. Consumption, hous- 
ing, and real income fell symptomatically and, despite rises in the last 
2 years of the war, the reconversion of the economy began under very 
low level conditions. see ; 

During the fourth 5-year plan (1946-50) the labor force surpassed 
both the prewar level and the planned level. Some 7 million workers 
were added to the Soviet nonagricultural labor force, 6 million above 
the number called for by the plan. This was managed through par- 
tial demobilization, continued labor conscription of 14- to 17-year-olds 
and pressure via currency conversion to force urban women into fac- 
tories (maintaining wartime employment rates) as well as the acqui- 
sition of new territory. 

Little statistical information is available on the labor forces of cap- 
tive Europe. Recent estimates indicate that as many as 8.5 million 
persons are now engaged in industrial employment.” The additional 
manpower needed to carry out the industrial plans made since these 
countries fell into the Soviet orbit has been drawn from the handi- 
crafts and secondarily from the pool of impoverished farm workers. 
Strong mobilization measures have been instituted by all the captive 
countries. Women and minors, in addition to their large role in un- 
paid farm work, have been increasingly induced to enter industry, 
trade, and office work through economic pressure. However, low agri- 
cultural productivity implies a deceleration of such labor transfers. 
The Economic Commission for Europe has reported signs of such a 
deceleration. 

In Soviet agriculture, women comprise at least 60 percent of all 
workers; in nonagricultural employment about 50 percent. Public 
health, education, municipal services and commerce have become the 
special preserve of women, who constitute from 60 to 80 percent of the 
numbers active in those fields. Over half the women in the Soviet 
Union aged 15 and older are regular members of the labor force. 
Some estimates as high as 70 percent have been made to account for 
seasonal and part-time work by women. 

Some southern countries of independent Europe (Turkey and Yugo- 
slavia) have equally high participation by women in their labor forces. 
In Italy, Belgium, and the Netherlands,’* at the lower end of the 
range, the proportion of women in the labor force is under 20 per- 
cent. In Britain there has been a noteworthy shift from domestic to 
industrial employment. 

Participation in the paid labor force is also increasing among Ameri- 
can women, particularly married women. In 1940 about 27 percent 
of all females age 14 and over were in the labor force; by 1953 this 
proportion had increased to 32 percent. This is still far below the 
Soviet figure and implies a sizable labor reserve. 

The hours of work vary a great deal among the regions under study. 
In United States manufacturing industries the average is about 40 
hours. In Western Europe the median appears to be about 45 hours, 
ranging from 39 in Italy to 48 in Federal Germany. The Soviet 
Union enforces a 48-hour minimum in contrast to the prewar (1937) 
excesses 

17 Lisinski and Nieburg, op. cit. 


18 International Labour Office, op. cit. The percentage in Spain is 8.3, which may be due 
to a different basis for reporting. 
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average of just under 40. No average is available for captive Europe 
but it is noteworthy that a 6-day ‘week is required by law in each 
country ; about 46 or 48 hours minimum seems to be the rule in indus- 
try.” 

DISTRIBUTION OF LABOR 


The distribution of manpower between sectors of the economy also 
affects econemic growth patterns and potential. From 50 to 55 per- 
cent of the Soviet labor force is still in agriculture. Of the civilian 
nonagricultural labor force (38.5 million persons in mid-19538) little 
more than a third are in government, commerce, education, and other 
services.” In 1953, 70 percent of all industrial workers were employed 

ina industry which accounted for 70 percent of total industrial 
aches tion. In manufacturing and mining, the largest single em- 
ployer is the machine-building and transportation-equipment group 
with an estimated 4.4 million persons in 1952. All other manufac- 
turers of producers’ goods together employed 6.6 million persons in 
the same year, while consumers’ goods producers employed 5.7 million 
persons, or 30 percent of the number in mining, mi unufactur ing, and 
stilities:. 

In the United States, by way of contrast, only 11 percent of the 
total number of employed persons is in agriculture. This share has 
been falling for some time and will continue to do so. Of nonfarm 
employees, 40 percent are in manufacturing and mining. 

An estimate of the early postwar population of captive Europe in 
agriculture, uncorrected for border changes or population transfers, 1s 
put * at 51 percent of the population compared with 54 percent before 
the war. ‘This seems to credit the captive countries with too much suc- 
cess in the diversion of labor from agriculture, Percentages based on 
Bureau of the Census estimates indicate Czechoslovakia had only 37.7 
percent of its postwar labor force * in agriculture; Hungary had 51.6 
percent in 1949; while Yugoslavia (introduced for purposes of com- 
parison) had over 70 percent of its labor force in agriculture as recently 
as 1953. Four countries (Czechoslovakia, Poland, Rumania, and 
Yugoslavia) employ 62.7 percent of their labor force in agriculture, 
28.2 percent in nonagriculture, and 9.1 percent in other sectors of the 
economy. An average over 60 percent would seem to be fairly real- 
istic for captive Europe. Despite efforts to enforce the shift of labor 
to heavy industry, over half the active males in captive Europe are 
still in agriculture. 

A similar condition exists in the southern countries of independent 
Europe. In northwestern industrial Europe, on the other hand, less 
than one-fifth of all active males are employed in agriculture. In 
10 of these countries, employment in industry has increased 20 percent 
or more over 1938. ‘The latter year was one of heavy unemploy- 
ment, but the achievement nonetheless bears comparison with pro- 
grams of forced industrialization. Particularly noteworthy is the 
erowth of employment in Federal Germany despite the setbacks of 
war. A large increase in the labor force was absorbed, and unem- 
ployment in 1953 was just over 6 percent of the total employed. 


® Bureau of Labor Statistics, Division of Foreign Labor Conditions estimate. 
*” Shimkin, D. B., op. cit. 

*1 Lisinski and Nieburg, op. cit. 

2 See appendix Ia 

* United Nations, Economic Commission for Europe, op. cit., table 51. 
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A special aspect of labor in the Soviet bloc is the use of forced 
labor. Forced labor, as differentiated from forced settlement or other 
punitive labor measures, has probably involved from 314 million to 5 
million persons in the Soviet Union at one time or another.** The 
numbers involved in captive Europe are even more difficult to as- 
certain. However, exploitation of otherwise untapped resources 
in vast areas of the Siberian North and Far East, carried out under 
the MVD, currently depends upon the use of concentration-camp labor. 


UNEMPLOYMENT AND PRODUCTIVITY 


One important, but frequently overlooked, aspect of the rural con- 
centration of societies like those in the Soviet orbit, is unemployment 
or underemployment. Unemployment is difficult to compare between 
countries because of differences in concepts. Theoretically, no one 
is unemployed in the Soviet Union although certain categories of per- 
sons such as apprehended criminals are officially designated unem- 
ployed. 

In the United States the concept used is that of job seeking, which 
omits those on shortened workweeks, those doing part-time work, and 
the like. The Soviet concept of employment includes everyone with 
an income of any sort. People in institutions and those on pensions 
are considered employed ; the concept is one of “care” or “with income.” 
Llowever, absenteeism, work-time effort spent seeking the necessities 
of life through a maze of bureaucracy and shortage, and low man- 
hour productivity contribute to a sort of planned economy unemploy- 
ment. The nonutilization of resources due to faulty central planning 
of requirements “will appear not as unemployment but as low pro- 
ductivity—hidden unemployment.” A market economy operating 
through “a pricing system minimizes hidden unemployment. More- 
over, it can avoid open unemployment by fiscal measures which do not 
deprive the market of its autonomy.” * 

The course of unemployment in the West is fairly familiar. The 
United States suffered heavy, long-term unemployment before the 
war but has been notably successful in keeping near “frictional” levels 
since the end of wartime overemployment. Western Europe had a 
similar prewar period of stagnation. Now there is a pattern of full, 
or even overfull, employment in the highly industrialized economies 
in the Northwest, but considerable chronic hidden unemployment in 
southern countries. 

Output per man-hour in the United States has increased for about 
the last 30 years about 3 or 4 times as fast as the growth of population. 
Output per man-hour in manufacturing is continuing to grow at about 
2 to 5 percent per year. 

In the Soviet Union it is estimated that average man-hour pro- 
ductivity in manufacturing and mining in 1953 was about equal to 
that achieved in 1937 (measured in constant United States prices). 
In that year, Soviet man-hour productivity in manufacturing was 


* For fuller discussion, see ch. XI. 

* For an interesting discussion, see Jaffe, A. J., and Stewart, C. D., Manpower Resources 
and Utilization, New York and London, 1951, especially pp. 69-74. 

* Oxenfeldt. A. R., and van den Haag, E., Unemployment in Planned and Capitalist 
Economies. The Quarterly Journal of Economics, February 1954 

27 Shimkin, D. B. op. cit., p. 60. See also Staff Paper J, section 3, this study. 
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about 30 percent of that in this country. Man-year productivity in 
1953, however, was 20 percent higher than in 1937 because of the 
lengthened workweek. 

According to published official Soviet figures, great annual gains 
have been made in recent years, ranging from 15 percent in 1948 to 6 
percent in 1953.28 The figures are related to man- year productivity for 
a part of the labor force only but are probably accurate in giving the 
trend of high, but steadily declining, annual increases during the 
period of postwar recovery. Despite these claims, Soviet t authorities 
complained at the end of 1954 that industrial progress is being 
achieved through greater numbers at work rather than higher skill. 
They reported the category “workers and employees” had shown 
exceptional growth for the second straight year, having risen 2.1 
million in 1954 alone to a total of 47 million. 

Output per man in European industry reportedly increased 40 
percent between 1948 and 1952, which was also partly achieved 
because gains through restoration are easier to make than new gains. 
Man-hour productivity in Western Europe, according to the OEEC, 
had risen 18 percent over 1938 in manufacturing and 25 percent over 

1948 by 1953. However, as in the Soviet-United States comparisons, 

the relative productivity of labor is low in Western Europe. Re- 
cently released data show the value added by labor in manufacturing 
in 1950 was 34 percent of that in the United States, in Belgium and 
the Netherlands, 37 percent in Denmark and Norway, 30 percent in 
France and the Saar, 32 percent in Germany, 20 percent in Italy, 15 
percent in Spain, as high as 49 percent in Sweden, 45 percent in the 
United Kingdom,” and 78 percent in Canada. 

A fundamental consideration in seeking increased productivity is 
the training of sufficient specialists and “technici ians. The current 
controversy concerning alleged Soviet progress in outstripping the 
United States in college training of scientists and engineers reflects 
the importance attached to the problem.** Education in the Soviet 
Union increasingly emphasizes training designed to forward her 
materialistic aims. 

In 1952 graduates of universities in the Soviet Union working in 
industry, agriculture, and health totaled 860,000 compared with 358,- 
000 in 1937. Among them were some 475,000 engineers and natural 
scientists. Soviet plans call for an increase to 550,000 or more. In 
1950, the peak year, United States engineering schools granted 52,000 
bachelor’s degrees. It is reported that 53,000 engineers were graduated 
in the Soviet Union in 1954, an increase of 13,000 over the previous 
year. The proficiency of Soviet-trained engineers is generally consid- 
ered to be equal to th at of our own although some doubt exists concern- 
ing definitions used. Our recent annual ‘output of about 25,000 engi- 
neers would not suffice, if the 1954 level were to be maintained in the 
Soviet Union, to keep abreast of the Soviet Union in terms of the total 
number of engineers available, nor, eventually, of the number per 





* Bureau of Labor Statistics, Division of Foreign Labor Conditions, December 10, 1954. 

* United Nations, Economics Commission for Europe, op. cit., p. 146. 

*Dresch, Francis W. Stanford Research Institute, Productivity in Manufacturing in 
the Postwar Period in Canada, Western Europe, and the United States. Stanford, Calif., 
Sept. 15, 1953. 

*t See, for example, Science for July 2, 1954, which contains various articles on this 
subject. 
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capita. At present the Soviet Union appears to have more engineers 
per industrial worker than the United States. However, European 
science and American development have created a large industrial lead 
for the West, and they may well retain it. “Experience shows that 
speed of economic progress de pends much more on the level of general 
than of technical education. 


URBANIZATION AND HOUSING 


Most aspects of migration have bers omitted from this short sur- 
vey. International migration is neglected on the theory that such 
movement is largely within the b sie s or regions under consideration 
and so causes little change affecting comparison of total figures. One 


aspect of internal migration, movement into aaa ‘s, is noted because 
urbanization affects the rapidity with which industrialization can be 
pursued. 


About half the annual Soviet population growth, roughly 144 
million people, is in urban areas because of such in-migration and 
natural increase. ‘The urban population was about 86 million per- 
sons by the end of 1955 or about 41 percent of the total. The 
United States, by contrast, was 64 percent urban by the conven- 
tional definition at the time of the 1950 census. Western Europe, 
being much more stable than either of those nations, faces problems of 
replacement and new building for normal growth rather than new 
trends toward urbanization. Northern and Western Europe are al- 
ready characterized by a degree of urbanization which in some coun- 
tries exceeds that of the United States. The more rural southern 
countries do not now offer sufficient opportun ity for farmworkers in 
industry to cause acute new problems of urbanization. 

In the United States the difficulties raised by a 214-percent increase 
in the urban concentration over 1940 are familiar. The problem of 
the Soviet Union is even more intense because the gain has been 40 
percent since 1940. Over the same period, 1940-53, the rural popula- 
tion of the Soviet Union dropped some 13 “ ent. The core of the 
Soviet problem lies in the provision of urban housing and facilities 
in places where they have always been iuauiliclent by Western stand- 
ards 

No country in Europe is building enough houses to care for its nor- 
mal population growth. In most European countries, both free and 


captive, standards of housing are below those of 1937.8 In 1953 
Europe had its best house-building year since the war. The rate 
varied from 10.5 dwellings to 1,000 an ibitants in Norway, and only 
oe less in Federal Germany, to 2.3 dwellings to 1,000 inhabitants 
in France. 

‘Be hind the Iron Curtain some of the state building industries seem 


to have been even less productive. The figure given for Rumania is 


only 1 dwelling per 1,000 inhabitants put up in 1953. For Czecho- 
slovakia it was 3.2; for Hungary, 1.7. The Soviet Union reportedly 
built 5.3 dwellings per 1,000 inhabitants last year, which is about 
equal to the average rate for Western Europe. Four or five persons 


" Marjolin, Robert. Europe and the United States in the World Economy. Duke Uni- 
versity, Durham, N, C., 1951 
United Nations, Economic Commission for Europe. Quarterly Bulletin of Housing and 
Building Statisties for Europe. 
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are crowded into each room in the Moscow region, and present rates of 
building are not rapid enough to make improvement possible while 
the present rate of urbanization continues. 

The data for Western Europe are inadequate but in nearly every 
country there are fewer dwellings of all kinds per capita than be- 
fore World War II. Only Sweden seems to be building at a rate 
that adequately covers an increase in the number of families. But 
Sweden does not have a very high standard of housing in terms of 
space per person. A large part of the blame for inadequate rates of 
construction can be traced to rent policies that keep rentals below 
real costs. The rate of building is inadequate in Europe but at least 
not an insurmountable obstacle to national economic programs. West- 
ern Europe is already largely urbanized, and the present character- 
istic of the whole area is the low mobility of labor, ‘both vocationally 
and geographically. In the Soviet bloc, on the other hand, industrial 
and expansion plans depend on increased urban manpower. Yet a 
rapid increase of industrial labor input cannot be accomplished with- 
out further crowding of the already inadequate housing of Soviet and 
East European cities. 


PROJECTED POPULATION TRENDS 


On the basis of the projections prepared for OEEC appearing in 
various publications, the total popul: ition of Western Europe should 
reach about 303 million in 1970. Projections prepared by the Bureau 
of the Census for Spain, Yugoslavia, Finland, and West Berlin total 
about 60 million in the same year giving a projected population for 
independent Europe of about 363 million. 

The Economic Commission for Europe has called attention to the 
widening of the gap between the level of economic development in 
the industrialized regions in northern Europe (where industrial 
growth has been rapid and unemployment and underemployment have 
gradually been eliminated) and that in southern Europe where in- 
dustrialization has been hampered by poverty, population pressure, 
and unemployment. The Commission estimates that population 
trends over the next decade probably will be such as to result in a 
further widening of this gap. 

In the highly industrialized countries of Western Europe, by way 
of contrast, the rate of increase in the population of working age is 
already lower than in the southern countries, and it probably will de- 
cline even further. It is probable, for example, that in the United 
Kingdom the working population will become as stable as the French 
population is now and, unless there is a new migration wave from the 
East, the working population of Western Germany will increase more 
slowly than heretofore. 

According to the Economic Commission for Europe, there will, not- 
withstanding smaller increases in the working-age population, be far 
greater possibilities for expansion of industrial output in Western 
Europe than in southern Europe, where population pressures make 
such expansion more urgent. If, however, industrial production 
should lag in northwestern Europe, the situation in aint Europe 


% Fourteen of the 18 member terri tories are included, for example, in projections shown in 
Economic Conditions in Italy, Banco di Roma, Rome, July 1954. 
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will be even more serious since that area depends So heavily upon ex- 
ports of raw materials and foodstuffs to the northern countries. 

Proje tions to 1970 for the countries of captive Kurope indicate a 
regional total of about 99 million for that year. Apparently the 
1938 population of 96 million will not be reached before 1956 or 
1957. Drawing on the work of Warren Eason, the Bureau of the 
Census estimates the population of the Soviet Union in 1970 will be 
about 282 million. This is the upper range in Eason’s work, the low 
being 244 million. Some demographers consider a figure of 255 mil- 
lion the most likely while others use an estimate of 282-288 million. 
A long-range projection was presented by Soviet delegates to the 1954 
World Population Conference in Rome * indicating the 1980 popu- 
lation would reach 290 million. In view of these differences a range 
of 260 * to 280 million does not seem out of line. 

The 1970 population of the United States probably will be about 
204 million. The figures on projected population are shown in the 
table below. 


TABLE 17.—Population on Jan, 1, 1954, and in 1970 and percentage change: 
Europe, United States, and the Soviet Union 


Country or region 1954 1970 
pe 
Total West 493 567 15 
United States lf 204 27 
Independent Europe 2 363 9 
Western Europe 280) 303 8 
Soviet bloc : 04 359-379 18-25 
Soviet Union J , 212 2)-280 | 23-32 
Captive Europe . 2 99 | 8 


source: See preceding text. 


According to these figures, the population of the West will grow 
about 15 percent over the next 16 years while that of the Soviet bloc 
will grow as much as one-quarter. The West will have the greater 
total population, but the Soviet bloc population will apparently be- 
come equal to or larger than that of independent Europe. As in other 
spheres, the dynamism of the United States provides the main element 
of growth in western trends while the Soviet Union provides that ele- 
ment in its orbit. 

Little work of a comparable nature has been done on the future age 
structures of the regional populations. Indications for Western 
Europe are that about 66 percent ** of the 1970 population will be in 


®% Eason, Warren, in Soviet Economic Growth, Abram Bergson, editor, N. Y., 1953. 

% Raybushkin, T. V., and L. U. Pissarev, Associated Press dispatch in Washington Post 
and Times Herald, September 3, 1954. 

37 Kason’s projection based on falling crude birth rates and death rates 

* For 14 countries. See Banco di Roma, op. cit. 
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the age group 15-65, and about 15 percent (compared with the current 
10 percent) in the age group 65 or over. Appled to Western Europe 
the working-age group percentage indicates about 201 million people 
in those ages. While less valid for independent Europe, the same per- 
centage indicates about 241 million persons t aged 15-64 in 1970. 

In captive Europe, a working-age group of ages 15 to 59 years will 
total about 62 million. In both e: aptive Europe and the Soviet Union, 
life expectancy now is shorter than in the United States or many 
countries of Western Europe. Therefore, the problem of ‘ ‘aging” 
population in the Soviet bloc is deferred until such time as standards of 
medicine and hygiene approach those of the West. The United States 
has not as great a problem as Western Europe, but the projected per- 
centage of persons aged 65 and over is almost 10 percent of the 1970 
population.®® 

By 1960, some of the United States population trends of the past 
decade will have been modified or even reversed, according to the latest 
available Census Bureau projections. The wartime and postwar up- 
surge in the birthrate will be reflected in a sharply increased popula- 
tion in the 10-19 age bracket. Even if births are maintained at current 
liigh rates for the rest of this decade, the relative increase in the popula- 
tion under age 10 will be smaller than the 1940-50 relative gain. 
Similarly, the older population—65 and over—will grow somewhat 
more slowly, although still at a rate greater than that of the entire 
population. On the other hi a the population in the 20-64 age span, 
from which nearly all of the labor force is drawn, will show an even 
smaller relative increase than in the preceding decade.* 

Some interesting projections have been made *! comparing the future 
population growth of the United States with that of the Soviet Union 
for the period ending 1970 on the basis of (1) working-age group 15-54 
years and (2) prime military age for males, 20-34. Since most of the 
persons included in these projections are already born, the projections 
do not involve the uncertain factor of birthrates. Death rates are gen- 
erally low and probably will not change ereatly, assuming no major 
war. Chart II shows the results of the projections. 


® Rucker, Allen W., Economic Challenge of Longevity, Harvard Business Review, No- 
vember—December 1954. 
4? Bureau of Labor Statistics, Fact Book on Manpower, Bulletin No, 1171, September 


“Thanks are due Eugene M. Kulischer and Michael Roof for permission to use these 
data. 
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CHART II 


PROJECTED POPULATION IN WORKING 
AND MILITARY AGES, USA and USSR 
1950-1970 (in Millions) 


WORKING AGES: 15-54 
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The projections indicate that for the period 1950-70 the total num- 
ber of persons 1n the 15—54 age group in the Soviet Union w ill increase 
28 percent and in the United States will increase 22 percent. The 
margin between the 2 countries in this age group will be greatest in 
1970 with 146 million in the Soviet Union compared with 103 million 
in the United States. With regard to males alone, the disparity is still 
greater: an increase of 40 percent for the Soviet Union and 25 percent 
for the United States. The Soviet gain is connected with replacement 
of war losses. 

Labor force participation rates are even less susceptible to accurate 
projection than population figures, Insufficient data have led to the 
omission here of labor force projections. 

In conclusion, the population of the Soviet bloc appears destined to 
surpass that of independent Europe in the foreseeable future. The 
United States and independent Kurope, together, will continue to out- 
weigh the Soviet bloc over the next 15 to 20 years, but the gap will 
apparently narrow considerably. Furthermore, trends in age strue- 
ture seem more favorable to high economic activity in the Soviet bloc. 
Productivity advantages in the West and efforts to extend the work- 
ing-age span seem the likeliest means by which these gains may be 
offset. 

B. AGricutrure AND Foop Surpry 


Growth trends in agriculture and food supply in Europe and in the 
Soviet Union can be observed, and perhaps extrapolated, by consider- 
ing several more or less related and relevant aspects. No single index 
or aspect alone can serve adequately, particularly if any forward-look- 
ing attempt is involved. This is partly because the nations and the 
populations themselves are highly diverse. Even more, it is because 
the agricultural sectors of the several economies are highly diverse 
from area to area, not only in products but in organization, goals, and 
methods employed. This raises questions of true comparability of 
concepts and goals. Finally, there is the often-recurring problem of 
missing or deficient statistics together with questionable statistical 
comparability of available data. 

It is possible to form an impression of growth trends, past and fu- 
ture, by examination of the incomplete material presented herewith 
on agricultural production, on agricultural resources including land, 
en land utilization, on yields and utilization, on agricultural org rani- 
zation, including reforms, and, finally, on the state of agricultural tech- 
nology. However, it should be kept in mind that growth trends in 
agricultural production are more difficult to identify with certainty 
and less reliable in their possible implications and projection than 
those for some other sectors of the economy. A confusing array of 
underlying forces is involved and, since many of these forces are 
“natural,” they are not subject to human planning and control. 


1. PRODUCTION : TRENDS BY MAJOR SECTORS 


In an economy which is struggling upward after war there prob- 
ably is no better indicator of the degree of agricultural recovery than 
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the volume of food crop production. Much of Europe during the 
war and in the early postwar period was lean and hungry. Agricul- 


ture, though less vitally damaged than some other sectors of the 
economy, was seriously dislocated and disorganized. Fortunately, 
food and fibers were availabe from outside Europe—particularly 
under lend-lease, UNRRA, and the Marshall plan, much more than 
the customary import contribution was provided, not only to the 
immediate food supply but, fully as important, to the rehabilitation, 
revitalization, and expansion of the agricultural production plant. 
Production statistics, as in table 18 labeled “Europe,” rarely apply to 
the whole Continent, Eastern Europe commonly being excluded or 
underrepresented. Yet such statistics on Europe suggest that there 
has been a remarkable recovery since the early postwar period. 

(a) Independent Europe 

Hard hit by the destruction and diversions of the war, by the 
dislocations and disorganization of the early postwar period, and by 
some bad luck with weather, gross agricultural production in Western 
and Southern Europe (much of which later comprised the OEEC 
countries) in 1947-48 was only about four-fifths as high as prewar.* 
After 1947 much of the very substantial reconstruction aid from out- 
side was applied to the OEEC countries which, by and large, were the 
more industrialized sectors of the continent and normally the world’s 
major food importers. The years 1948-50 covered the main period 
of postwar reconstruction in northwestern and southern Europe agri- 
culture. During that period the annual rate of increase was very 
high. By the end of that period production was about 14 percent 
higher than before the war. Not until 1950-51 did the production 
per capita in Europe (excluding Eastern Europe) exceed the prewar 
level. Table 19 indicates that recovery as to livestock products kept 
pace with general agricultural recovery in this area. 

Since then progress has been much slower, and the estimated expan- 
sion possibly tends to overstate recent development. But expansion 
has continued: 

Agricultural production in Western Europe as a whole in 1953-54 was greater 
than in any previous year and easily surpassed the previous record of 1952-53, 
both in crops harvested and livestock production.” 

A main urge to expand production since reconstruction was largely 
completed has come from Kurope’s currency difficulties. As might be 
expected, the recovery has not been uniform in time or from area to 
area as may be noted in the following statement: 

Agricultural production in northwestern Europe rose 2 percent in 1952-53, 
continuing its upward trend and keeping pace with population growth. In 


Mediterranean Europe agricultural production declined slig chtly below the previ- 
ous year and crop yields per hectare continued below prewar. 


2 Admittedly, such statistics do not make direct allowance for changes in the propor- 
tion of the nutritionally desirable protective foods of animal origin. Even such a measure 
is available only in a comparatively crude form and not well tied in to the particular 
areas in which we are interested. 

43 Prewar in this discussion, unless otherwise specified, refers to the years 1934-38 

“FAO. The State of Food and Agriculture, 1954, Review and Outlook, Rome, August 
1954, p. 61. 

4 FAO. The State of Food and Agriculture, 1953, Pt. I, Review and Outlook, Rome, 
August 1953, p. 6. 
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TABLE 19.—Indezes of agricultural production in OF EC countries * 
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The variation in rapidity of recovery in agricultural production 
among the countries of independent Europe is shown in table 20. Ia 
part this is related to the absolute level from which recovery began. 
Turkey, included for comparison, in particular has made a most re- 
markable showing whereas Austria, [reland, Spain, Yugoslavia, and 
Switzerland ‘have lagged. Greece, Italy, the United Kingdom, and 
Portugal have been outstanding. By and large, the degree and rate of 
recovery would appear to be most gratifying. 

Difficulties can and do arise to interrupt “what appears to be an up- 
ward trend. Witness the 1954 drought in Turkey and the exception- 
ally wet harvesting season in Western Europe of the late summer of 
1954. Reports are , unfavorable and quality of the cereals in particular 
may be damaged. Some foodstuffs may be declassed to become animal 
feed. But the sealanes are open and famine is nowhere in sight in 
independent Europe. 

Problems, of course, remain, some of which are highly significant to 
any projection of the growth trends and are discussed in later pages. 
Problems of organization do exist and comprehensive reforms have 
been initiated in some areas. But overall, neither problems of organi- 
zation nor of technology are of major moment in most of independent 


Europe. Per acre yields, for instance, are among the highest in the 
world. Livestock aspects of the economy are generally well developed. 


Cooperatives, both marketing and purchasing, are particularly well 
developed. The farmers, most of them landowners, are not only 
productive but enjoy a high standard of living as compared with those 
in captive Europe, the Soviet Union or most other parts of the world. 
Autarchy has revived, as after most wars, but trade in agricultural 
products continues on a major scale. Though independent Europe is, 
and will continue to be, a food and feed deficit area, it might be argued 
that the domestic agricultural situation, present and prospective, is of 
less vital strategic signific ance than in the eastern area. That is, with 
the New World faced, probably, with a continuing surplus of several 
important foods, as long as sealanes remain open any needed agricul- 
tural supplies would be available if terms can be arranged. Agri icul- 
ture in independent Europe, owing to present tec hnology, appears to 
be nearer its prac tical ceiling of production than East E urope or the 
Soviet Union. That is, the present yield level in some major areas 

raises questions of approaching biological limits and economic 
diminishing returns. Though some problems of production do exist 
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and are of importance, they are overshadowed by the relation of the 
agricultural sector to the rest of the economy and the relation of 
domestic agriculture to foreign production. 


TABLE 20,—Indezes of agricultural production, by countries, prewar to 1953-54 


[Gross output—Total and selected eountries—Prewar (1934-38) average = 100] 
Country Prewar 1947-48 | 1948—-49 | 1949-50 | 1950-51 | 1951-52 | 1952-53 | 1953-54 
Austria 00 66 72 80 92 97 101 103 
Belviu 100 83 92 103 108 107 112 114 
Denmark 00 S4 O4 10S 116 112 118 122 
France 00 84 100 101 109 104 110 114 
Germany (Federal Republic 00 73 s4 97 108 112 116 118 
Crreect 00 & 82 106 92 107 99 | 128 
Ireland 100 S4 on OS 97 O7 101 105 
It 100 92 98 108 108 118 119 124 
Netherlands 00 73 91 108 113 112 119 119 
rway 100 04 102 110 116 115 116 115 
Portugal 100 lil 103 107 114 128 112 135 
Sweden 100 104 112 120 121 116 120 121 
Switzerland 00 90 99 100 110 105 113 109 
Purkey 00 100 121 109 22 148 | 158 170 
Un te J . ngdom 100 v4 108 111 119 120 | 123 127 
i] OEEC ntries 100 86 97 104 110 114 117 122 
Spair 100 97 S4 88 0 il¢ 108 104 





Yugo iia 00 (2 (2 ( 84 | 106 87 103 


1 Excludes Luxembourg and Iceland. 
3 Not vail able 


irce: Foreign Operations Administration, European Regional Data Book F-9, July 15, 1954. 


(6) Eastern Europe 

Eastern Europe’s recovery in agriculture continues slowly with per 
capita production below prewar. East of the Lron Curtain the factors 
operating and the trends developing have indeed belonged to another 
constellation. Formerly a moderate food surplus area with a pre- 
ponderance of the popul: ition engaged in agriculture, the agricultural 
sector of these economies has been demoted to a secondary position in 
accordance with an ideology which values industrial development, 
particularly of heavy industry, much more favorably, politically, 
economically, and strategically. Labor has been drained away to 
industry; the land has been “reformed”; the more efficient producers 
of the past have been discriminated against or eliminated ; incentives 
to increase production and inducements to invest in agriculture have 
been discouraged by taxes and required deliveries. Down-to-earth 
planning appears to have been inadequate or neglected. Some sectors, 
for example livestock, continue to show particular weakness. 

Data assembled from official sources by the ECE suggest an annual 
expansion of about 5 percent in agricultural production in Eastern 
Europe after 1948. However, it is admitted that this statistic is of 
limited significance because it covers only the main period of postwar 
recovery and is also complicated by the Danube Basin drought which 
resulted in serious food shortages in 1952-53. The effect of the low 
levels of current production is mitigated by the loss of population 
through war and emigration, and even by 1956 57 the population is 
expected to be little greater than before the war.*® There may also be 
some mitigation by lesser export, certainly ah has been a sharp 





46 FAO, The State of Food and Agriculture, 19538, pt. II, Longer Term Prospects, Rome, 
January 1954, pp. 19-20. 
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reduction to Western Europe but the exact status of export to the 
Soviet Union is less certain.” 
(c) The Soviet Union 

It should be particularly noted that information available to the 
Food and Agricultural Org anization was so scarce that the Soviet 
Union was not included in the indexes shown in table 18 until the 
revised indexes were computed for 1951-52 and 1952-53 and then only 
along with some other areas as an estimated factor in the world tot al. 
Howe ever, statements of Soviet officials are that the index of gross agri- 
cultural output of the Soviet Union in 1949 was 6 percent above 1940, 
in 1950 was 14 percent above 1940, but in 1952 was only 10 percent 
above 1940.*° Even these increases are thought by some to be rather 
heavily weighted with increases attained in industrial rather than 
food crops. 

One student of Russian agriculture reacted to the effect that 
his earlier estimate (that gross agricultural output in 1950 was 
5 percent lower than in 1940) may have been an underestimate of the 
deficiency. He reasoned that the Khrushchev statement, to the effect 
that 1952 gross farm output exceeded that of 1940 by 10 percent, was 
likely to have been based on procurement prices which greatly favor 
the 1952 output relative to that of 1940. 

It does appear that over past years, unlike their program and prog- 
ress in heavy industry, the Soviet Union has had to “run hard” for 
slight gains in agricultural production. Planned development for 
more than a decade, involving a veritable rural revolution, gave them, 
in prewar 1940, a gross agricultural production about 15 percent above 
the unsatisfactory 1927-28 level. Practically no agricultural goal es- 
tablished under the postwar fourth 5-year plan (1946-50) was at- 
tained by 1950 and in this case, unlike the situation in the Western 
area, additional agricultural production would appear to be absolutely 
vital to further development of the overall program of the Soviet 
Union as we understand it. One authority states “* * * in any event, 
agricultural production is the tightest bottleneck for Soviet economic 
expansion and one that may become an important obstacle to further 

rapid industrialization of the Soviet Union.” ® 

Because the Malenkov speech to the August 1953 session of the 
Supreme Soviet and the decrees subsequently published were sup- 
ported with a major publicity effort they have been interpreted by 
some observers as indicating a major reorientation of policy as regards 
some parts of Soviet agriculture.’ To be sure, the attempted repair 


‘The situation as to food production in Eastern Europe in the current year, largely 
the result of neglect and disorganization as well as discrimination, is aggravated by 
weather problems. Not only the floods of midsummer in the Danube Basin but a wet 
harvest period for cereals appears to have contributed to existing difficulties. Yugoslavia 
decreed an increase in bread prices of as much as 20 percent and was reported as 
desperately in need of wheat, some of which they were attempting to get from the 
a (New York Times, Sept. 7, 1954. p. 11.) The situation may have been 
equally troublesome among some of the captives in view of more general reports from 
that area. (New York Times, Sept. 7, 1954, p. 4.) Poland was reported as interested 
in Canadian rye and Argentine wheat, the Soviet Union in butter from the United States. 

*S Hoeffding, Oleg., The New Soviet Plans for Agriculture and Consumption. Santa 
Monica, The Rand Corp. RM-1178, December 23, 1953 

psnv. Neum,. Prosnects for Soviet Farm Output and Labor, The Review of Economics 
ois Statistion vol. XXXVI, No. 2, May 1954, footnote 6, p. 213 

© Timoshenko, V. P., New Soviet Economic Plan: Its Agricultural Aspect, Journal of 
Political Economy, vol. LXI, No. 6, December 1953, pp. 489-490 

51 Others call attention to the main emphasis continuing to be centered, as in the previous 
era, on agrarian supercollectivism and party domination. Hence, the new program may 
be only another panacea to mask the inefficiency of collective farming. 
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of previous neglect of agriculture appeared to have as its goal abun- 
dance of food for the popul: ition and of raw materials for light indus- 
try within the next 2 or 3 years, a goal which appeared to be related 
not so much to a basic reorientation as to an attempt at the patching 
up of difficulties which may have developed in other parts of the 
economy. Nevertheless, large and specific commitments with respect 
to rapid improvement of urban food supplies are involved, with 
emphasis on livestock products. 

‘This renewed livestock emphasis raises some troublesome problems, 
not of recent origin. In the spring of 1949, 2 years before the end of 
the fourth 5-year plan, the Government announced a new 3-year plan 
(1949-51) for deve lopment of livestock. Its statistics then revealed 
an enormous reduction in the numbers of livestock held individually by 
members of collective farms, thus showing that the drive to increase 
the numbers of livestock in collectivized herds was proceeding mostly 
or wholly at the expense of livestock individually held.*? This was 
later confirmed by the statements of Khrushchev and Malenkov. In 
particular, the unresolved problem would seem to be how, until feed- 
stutfs have been significantly increased, herd size can be rapidly ex- 
panded and, during the same period, deliveries of meat, fats, milk and 
other animal raw materials be greatly expanded. Sti ite procurement 
may, of course, be increased by requiring more of the slaughter to be 
delivered. Imports of meat also have been sharply increased. The 
shift ordered in reporting date from January 1 back to October (be- 
fore autumn slaughter) would give an increase in herd size the first 
year—but increased slaughter and expansion of successful breeding 
during the same period would appear, biologically, to be mutually 
exclusive. 

Foreign students of Soviet agriculture have disagreed as to the 
likelihood of success of the new agricultural program particularly as 
to whether it can be done in the announced time.” Jasny holds that 
“net farm output per capita of total population may possibly increase, 
perhaps by as much as 15 percent or even 20 percent” over the 7 years 
up to and including 1960.° This, then, is a ere net increase esti- 
mated at an average of less than 3 percent, as against an average rise 
of 8.5 to 9 percent per year scheduled un der ‘the fifth Five Year Plan 
for 1950-55. But he thinks that if the Government takes seriously its 
promises to accomplish its goals in the stated time, it is due to be 
disappointed. His figures would appear to show relatively large accre- 
tions of new labor available through 1957. 


Thus as matters stand at present there are only a few things of which 
we can be perfectly certain regarding the agricultural production 
program in the Soviet Union. The first is that it has received much 
publicity inside the country, with some aspects spelled out in great 
detail. The second is that it has received much attention outside the 
Soviet Union—it has reste ; in much diseussion abroad, Many arti- 
cle nd studies have bee 1 prepare ed by students of Soviet agriculture 
ind others. The third 's that we can be sure we do not fully under- 


stand it with certainty, either as to all its reasons and purposes, inter- 


} liv V. P. Timoshenko, Foreign Affairs, January 1954, p. 248 
I a inded = diseussic e Volin, Lazar, The Malenkov-Khrushehey New 
Econ ce Policy. Journal of Political Beonomy, Vol. LXII No 3, June 1954, pp. 187-209. 
Naum, I cts for Soviet Farm Output and Labor, The Review of Economics 


and Statistle vol. XXXVI, N 2, May 1954 
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nal and external, its proposed rate of progression and timing, and 
especially as to its seeming biological inconsistencies. However, it 
cannot easily be written off as a huge hoax, a gigantic propaganda 
effort nor as a prize example of self-delusion. It may be a desperate 
economic effort of the new regime to recoup in a long neglected and 
increasingly vulnerable sector of the economy, a shrewd political move 
toward creating better relations with the agricultural folk, toward 
keeping the urban industrial folk better satisfied by means of a more 
abundant and wider choice of food and consumer goods. This test 
can be won only if agriculture performs more adequately and such 
performance would of necessity involve some diversion of resources 
from some other sector of the economy to agriculture. Perhaps time 
will clarify. 

And what has time told, at this early date? 

In June 1954 it was announced © that the spring-sown acreage ex- 
ceeded that of 1953 by 23,500,000 acres with spring grains account- 
ing for about two-thirds of the increase, spring wheat alone amount- 
ing to about one-third of the total. Expansion in the eastern regions 
was reported as exceeding the official goal of 5,700,000 acres. For 

various reasons, replanting of winter damaged crops, replacement of 
low-yielding grasses and expansion in less productive areas, not all 
of the indicated expansion is considered to be a net addition to the 
total crop acreage for harvest. Nevertheless, an acreage was indi- 
cated in substantial excess of the total sown area for the 1953 harvest, 
388 million acres. 

Sut by the late summer of 1954 it appeared that the Soviet Union 
crop harvest of the year would not be a bumper one. Weather, par- 
ticularly a long winter which delayed sowings by a month, was indi- 
cated as largely responsible together with drought in some important 
areas.” 

Nevertheless the drive for land reclamation was reported —_ of 
schedule with the goal of 13 million hectares * of virgin land in Ka- 
zakhstan and Siberia already plowed, for sowing in 1955, with 2 milion 
additional to be immediate ly added for next year and a new goal of 
13 million more hectares to be prepared for sowing in 1956. Some 
150,000 people had been moved into the new areas along with 90,000 
tractors (in 15-horsepower units). Buildings and transport were 
reported to lag, but more people were to be sent and the evolution of the 
program suggested a shift from an emergency, short-term goal to a 
longer one. 

Meanwhile certain food shortages in the Soviet Union were reported 


to have reached serious proportions in spite of remed al : attempts initi- 


ated in 1953. ae ee ee oO yr badly. erain 
barely up to 1953 : and meat shorter than a year ago "an move nthe 
official orbit were to set vegetable prices higher in all state stores ex- 
cept during the harvest pe ri xd, September 20 through November 1, 
to increase compulsory worl on state ind ollective farms and to 
double the voal for new land t to be made agricultural (B rn Week. 
August 21, 1954, p. 108). 

Reported and discussed in Foreign Crops and Markets, vol. 69, No. 4, Ju 26, 1954, 
pp. 92-93. 

6 Economist (London), August 21, 1954, pp. 591-592 


7 One hectare equals approximately 2.47 acres 
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There was some confirmation in trade sources of a difficult harvest 
and food shortages in inquiries made or negotiations opened by the 
Soviet Union and Poland for Canadian rye. Also in the purchase by 
the Soviet Union of some Canadian wheat and 1 million bushels of 
barley. 

2, AGRICULTURAL RESOURCES: STATUS AND TRENDS 


(a) Land 


Land is a major factor of production on which considerable in- 
formation is available and which might provide some indication of 
future development. ‘Total territory tends to remain constant, except 
as there have been boundary shifts as a result of the war. However, 
such gross information is shown in table 21 primarily to convey the 
concept of the size of Western Europe in relation to the area east of 
the Iron Curtain. 

In total territory the Soviet Union with a postwar area of 2,227 mil- 
lion hectares is immensely larger than the 493 million total for all 
Kurope (excluding the Soviet Union) and about 10 times the size of 
Western Europe. Moreover, the Soviet Union area is not much less 
than the total of 2,418 million hectares for all of North and Central 
America. Continental United States is only 782,783,000 hectares. 

But in many vitally significant ways gross territory may not be 
agricultural resources, present or potential. Agricultural areas, in- 
cluding both arable land and permanent meadows and pastures, of 
the Soviet Union are indicated as 349 million hectares, or about 15 per- 
cent of its total territory.’ Western and captive Europe includes less 
than 250 million hectares of agricultural area, or approximately half 
its total territory. The United States, on the other hand, encom- 
passes some 452 million hectares of agricultural area, or nearly three- 
fifths of its total territory. 


FAO, Yearbook of Food and Agricultural Statistics, I, Production, 1949, p. 13 
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Although there is no acceptable standard measure of the quality 
of “agricultural” land which permits adequate comparison from area 
to area, it is generally assumed that arab/e land, rather than perma- 
nent meadows and pastures, is more likely to be an indicator of agri- 
cultural strength. The Soviet Union is believed to have 225 million 
to 250 million hectares of arable land (including fallow and orchards) 
whereas all the rest of Europe, excluding European Russia, had less 
than 150 million, and the United States had about 177 million hectares 
classed in that generally cropable category. Western and Mediter- 
ranean Europe has more than 80 million, captive Europe fewer than 
40 million hectares of arable land. Territory in Western and Medi- 
terranean Europe is not likely soon to be shifted in any major degree 
from one category to another, i. e., arable land has been and will very 
largely continue as arable, to be added to by drainage, clearing, etc., 
only in slight degree and slowly. 

The rather “frozen” status of land resources of independent Europe 
is not quite so true of Eastern Europe. Peseli estimates that in almost 
all Eastern European countries (excepting Bulgaria) there are in total 
several million hectares of unproductive and uncultivated land which 
through modern drainage projects or irrigation could be made into 
arable soil. He indicates something like 2 million such hectares in 
Yugoslavia and nearly 1,700,000 hectares in old Poland, now Soviet 
territory. In all he estimates that about 1,500,000 peasant families 
could be accommodated, assuming 5 members per family and allowing 
1 hectare per member. That would provide a substantial expansion 
in employment for a sizable part of the underemployed population 
of the entire area, estimated by some as high as 20 million to 25 million. 
He further indicates that all the plans of the present regimes antici- 
pate some such improvement; Yugoslavia 800,000 hectares, Hungary 
115,000 hectares, Albania 124,000 hectares, and Rumania 300,000 hee- 
tares.° But it is in the realm of the Soviet that the expansibility of 
arable area really becomes an important question in relation to ex- 
trapolating agricultural trends. 

The Soviet Union is the world’s largest territorially continuous na- 
tional unit. Its 8,500,000 square miles of area is roughly one-sixth of 
the ice-free land surface of the earth and about as large as the conti- 
nent of North America. At first glance such a vast expanse of land 
would give the impression of providing enormous agricultural 
potential. 

Many of the Soviet people, now numbering something over 200 
million, live in the so-called fertile triangle, an area of about 1 million 
quare miles with the corners at Leningrad, Odessa, and Irkutsk. The 
land of the triangle, including the fine dark chernozem soils, is now 
largely occupied though not all of it is arable. Unfavorable climate 
and soil rather than topography provide much of the explanation for 
the general low agricultural utility, present and perhaps permanent, 


of much of the area outside the triangle. Too-cold and too-drv are 
the key understandings. And though there is some pushing out on 
both the d VY margin and the cold margin, expansion becomes more 
and more precarious and less and less productive. 

M., The Industria ization of Peasant Europe, National Committee for 


i Free Europe, Inc., New York, 1953, pp. 33-35 
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Timoshenko ® finds that about 30 percent of the territory of the 
Soviet Union is so cold or so dry that it must be regarded as completely 
barred from agricultural use. In that category he includes 312 mil- 
lion hectares of tundra and forest-tundra, 90 million hectares of semi- 
desert, and 210 million acres of desert, mostly in central Asia. In 
addition, he finds, largely from a land inventory by L. I. Prasolov, that 
about 29 percent of the area which has what may be called an agri- 
cultural climate is so extremely deficient in soil quality as to be un- 
usable. Thus about 55 percent of the total area was judged to be 
completely excluded from agricultural occupation with the agricul- 
tural techniques which now prevail. 

Continuing, he finds that forest occupies nearly 29 percent of the 
total, leaving for agricultural use (arable land, meadows, and pas- 
tures) less than one-sixth of the entire territory. However, the pic- 
ture presented by Prasolov was to the effect that about 80 millicn 
hectares might, within a reasonable time, be added to the cropped 
area, an increase of some 40 percent above the prewar level. Ap- 
proximately half of the expansion would be in the “orest zone, one- 
fourth in the dry steppe. It is into these areas that che very recent 
and planned Soviet agricultural expansion apparently has largely 
gone, particularly the dry steppe. Even such expansion on the 
extensive margin cannot, according to the experts, solve the overall 
Soviet agricultur: al problem. ( ‘olin Clark finds that after corrections 
for differences in soil quality and less favorable climate that the 
Soviet Union has only about 70 percent as much “standard farmland” 
as the United States.” 

(6) Population 

Population is discussed in detail elsewhere; hence only a few words 
are included here. In both eastern and southern Europe, as well as in 
the Soviet Union agricultural production occupies fully half the active 
male population (table 22). In northwestern Europe, on the other 
hand, less than one-fifth are so engaged. In the United States less 
than one-sixth of its population is engaged in agriculture. Informa- 
tion on women engaged in agriculture is inadequate but large numbers 
are known to be so employed, particularly in the Soviet bloc. Some 
of the more serious problems of eastern Europe and the Soviet Union 
are related to the fact that even with fully half of the population 
engaged in such production, yields and labor efficiency are so low 
in agriculture that the food surplus produced is not enough to aed ide 
the nonagricultural population with abundant food. Meanwhile 
living st: andards make slow progress among the rural population. 
Though that population constitutes a large reservoir of possible in- 
dustrial labor, its availability for nonagricultural use is at least 
slowed up by inability to produce the agricultural abundance needed 
by other parts of the economy. The ] rewar productivity of the aver- 
age Russian farm worker has been a mated as low as one-fifth that 
of the United States farm worker.” 


Timoshenko, V. P., Agricultural Resources, in Soviet Economie Growth, edited by 
Abram Bergson, pp. 250-251, Row, Peterson & Co., Evanston, Il 
1Clark, Colin, Review of Economic Progress, Brisbane, Australia, I. Nos. 6 and 7, June 
and July 1949 
® Jasnv. Naum. The Socialized Agriculture of the U. S. S. R., Palo Alto, Stanford Uni- 


versity Press (1949), p. 442. 
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TABLE 22.—Males in agriculture and in other occupations, 1930 and 1950, by 


regions 


In agriculture 
| (millions 


In other 
occupations 


| (millions 


Active males 

in agriculture 

as percentage 
of total 


ssogion | active males 

1930 1950 1930 1950 1930 1950 
Nor ‘ 1 Europe 14 12 47 53 23 19 
Southern Europe 20 | 21 14 19 59 52 
East I pe 12 ll 10 11 3 5l 
Soy 28 29 20 26 . 53 
Unit s 10 7 28 36 26 16 

Sour FAO, European Agriculture—A Statement of Problems. Geneva 1954, p. 1, table 2 


The indigenous population to be served 


by the agricultural pro- 


duction, together with anticipated near term growth, is shown in 


table 23 


W ith the exception of the Soviet Union recent and estimated 


rates of growth (table 24) are among the lowest in the world. 


TABLE 23. 


-Population by regions, 1934-88 to 1956-57 (estimated) 


{ Millions] 
Northwestern Eastert 
Years “> yuthern Euro “3 Soviet Union 
~YUurope 
1934 275.4 94 188 
1048 S01. 5 90 200 
1952 308. 4 92 210 
195t 317.0 95 225 
InJjexé 134-38 = 100 

1948-50 110.0 95 106 
12-53 12.0 97 112 
OS 7 115.0 101 120 
Source: Arranzed from material in FAO, State of Food and Agriculture 1953, pt. Il—Longer Term 

Prospects, R»me, January 1954, p. 14 


TABLE 24 


1928-838 to 1957 (estimated) 


Estimated annual percentage increase of population, by regions, 


Assumed 


Regions 1928-33 1933-288 1938-48 1948-51 1952-53, 

1956-57 
Northwester and southern Europe | 0.7 0 | 0.7 0.8 0.7 
East Europe 1.0 8 | 7 | S| 8 
Soviet Uni 1.2 1.2 | 1.6 1.6 
No America 1.0 | ae ani 1.5 
Source: FAO, The State of Food and Agriculture 1953, Part II—Longer Term Prospects, Rome, January 

1951, p. 13 


(c) Capital 


Information on trends in capital invested in agriculture 


is slight 








indeed. Budgeted governmental expenditures appear to have been 
increased in the countries of the Eastern bloc for 1954 by as much as 
60 percent compared with the low level of the previous year indicating, 
apparently, a new emphasis. 
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38. LAND UTILIZATION 


Changes in the utilization of agricultural land vary in direction 
and degree from country to country and by major divisions (tables 
25 and 26). In the West most of the changes have been a result 
of shifts within the already established pattern—for example, the 
breaking up of permanent grass in the United Kingdom to grow grain, 
potatoes, and rotation grass. In the more easterly areas it has been 
possible to expand moderately the land classed as agricultural and so 
affect utilization from another angle. 


TABLE 25.—Land utilization, 1938, in countries in Europe 


[Percentages] 


Area under 


| Perma- 





I itoes 
‘ } nent Arable Grains and vege-|{2dustrial) Panow 
eee | Fas | as per- | 88 Per tables | as per- | 8 Per. 
|} &@sS per- i ya | centage M . per ntasve centage 
| centage | Centare | of arable ae centage oon = of arable 
- of agri- : centage of arable . 
of agri- lan of arable land 
: cultural of arable land a 
cultural ee area land land oe area 
area area I am area area 
area 
Western Europe 
Austria 52 45 58 26 12 2 1 
Belgium ) % ( 2 15 9 
Denmark 13 86 1 | 42 3 l l 
France 34 60 0) 29 11 2 8 
crermany 28 63 Q 18 16 ; 2 
Ireland 69 31 26 6 10 2 
Netherland oti 41 4 1 19 1] 
Norway 18 82 22 69 7 l 
Sweden 22 77 41 47 4 ] 6 
Switzerland 76 2 24 64 10 1 
United Kingdon 7 26 43 43 8 ; 3 
Total 42 54 51 29 12 
Mediterranean Europe 
Greece 43 At 60 } 6 6 25 
Italy 28 62 53 19 11 9 15 
Portugal 31 51 53 11 
Spain a1 40) % 4 f 9 1 2 
Total 41 48 54 l l 2 24 
Captive Europe 
Bulgaria 7 90 68 6 5 9 11 
Czechoslovakia 28 70 59 20 14 } 1 
Hungary 21 74 7 15 7 2 2 
Poland 25 73 ( 0 17 2 6 
Rumania 24 7 84 5 4 4 4 
Other Europe 
Finland 24 76 7 52 $ 6 
Yugoslavia 43 52 82 6 , 
Total for captive and 
and other Europe 27 70 70 11 10 
Total, all Europe except 
Soviet Union and Baltic 
States bai 7 57 59 18 10 3 9 





Source: United Nations, Economic Bulletin for Europe, second quarter 1951, vol. 3, No. 2, p. 20 
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TABLE 26.—Changes in land utilization since before the war,’ Europe and the 
Soviet Union 


{Index base: 1952?=100] 


Potatoes | Indus- Tempo- Perma- Bho d 
Country Grain and fod- trial rary 4 nent and or- 
der roots cro} S eras grass chards 
West me 
Austria 135 112 91 82 100 147 
Belgiu 117 142 83 124 ss 128 
Den irk 107 91 38 4 127 30 
cant 120 129 f 82 91 93 
Western Germany 109 102 87 as 102 91 
Irela : 84 109 RS 9 107 
Netherland 112 72 5h 86 100 102 
Norway 112 8 101 87 100 
113 11 20 8 Ll 18 
| 82 86 14 81 112 77 
Unit | j 64 83 69 144 v2 
M4 ; Furove 
G 3 106 95 
Ital 108 104 R9 101 100 93 
i 7] 3. 
113 1] 92 4 7 J8 
( t I ri 
Bulgaria 108 67 83 
Czechoslovakia 111 127 77 86 99 67 
Eastern Germany 111 Qs 67 137 106 91 
H wy 107 100 26 109 104 100 
Pola 105 111 65 128 100 100 
R inia 
Othe I 
I land 97 RH OS 100 
Yugoslavia 116 126 59 62 101 85 
tT ior 103 7100 92 70 » 
r is 1938 yr the nearest year for which figures are available 
; vear is 1952 or the! t recent year for which data are available; and prewar area data have been 
divided by postwar data, hence an index figure above 100 indicates a decline as compared with the earlier 
situation 
Includes sugar beet 
4 Includes miscellaneous fodder. 
’ Rough grazing has been excluded. 
6 Based on post-World War II boundaries 
7 Potatoes and vegetables 
§ Temporary grass and other feed crops 
Sources: Arranged fr FAO, European Agriculture, A Statement of Problems, Geneva, 1954, table 7 
p. 13, except for U. 8. 8S. R. data which are computed from data on p. 64 of satre Reference is to present 
territorial areas with the exception of Finland, Poland, and Italy, for which computations at source were 
based on methods of linkage 


It appears that independent Europe, with some notable exceptions, is 
now less of a grain-growing area than prewar. The exceptions are the 
United Kingdom with a much expanded grain acreage, as well as Ire- 
land, Switzerland, Portugal, and Greece. Eastern Europe, also, seems 
to have reduced grain in favor particularly of industrial crops. For 
potatoes and fodder roots the trend appears to differ markedly from 
country to country with no clear relation to West versus East. In 
Czechoslovakia, Yugoslavia, and Poland it appears that there have 
been substantial declines in fodder root acreage as compared with pre- 
war, as also in Belgium and France. Industrial crops, including 
sugar beets, have been expanded in many areas since the war, par- 
ticularly in Eastern Germany and Sweden. Temporary or rotation 
grass also has been generally expanded, with notable exceptions in 
Belgium, Hungary, and Eastern Germany. With two outstanding 
exceptions, Austria and Belgium, vineyards and orchards appear to 
have been generally expanded, definitely so in Denmark and Sweden. 
In the Soviet Union, temporary grass and other feed crops seem to 
have received considerably more emphasis in the postwar period, but 





: 
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beginning with 1954, some acreage expansion under grains was to be 
at the expense of grasses. 
Crop and livestock production and utilization 

One way of judging agricultural trends is to compare the changes in 
particular products as to production, yield, and utilization. This 
can be done, of course, only on a very selective basis within the space 
available. 

Table 27 suggests that in northwestern and southern Europe a good 
many crops now exceed their prewar status, some remarkably so, 
though others lag badly, notably rye, oats, hemp, raisins, and the 
pulses. Similar data are not available for Eastern Europe. 

Some trends in yield data are shown in table 28 for Eastern as well 
as other parts of Europe. Those data indicate that the general 
trend of yields per hectare and per cow has been upward in Western 
Kurope since the war. Mediterranean and Eastern Europe, at a lewer 
level, have had comparatively little success in boosting the yield of 
either of two important grains or milk. 


TABLE 27.—Northwestern and southern Europe; estimated agricultural produc 
tion 1956-57 if current plans and estimates are realized 


lotal production Indexes (1934-38 = 100 
Commodity 
1934-38 | 1948-50 | 951 59 | 1952-53 | 1956-57 | 1948-50 | 1952-53 | 1956-57 
aVerage | average ee prov est sverage | (prov (est 
Million metric tons Indexes 

Wheat “ 30.7 29.3 30.1 32. 4 33 95 106 | 108 
Rye 7.5 6.7 6.4 6.7 7.4 89 89 | 99 
Total bread grain 38. 2 35.9 36.5 39.1 410.7 94 102 10 
Rice (milled 7 7 9 1.0 1.0 9 132 132 
Barley 9.1 9.8 11.8 12.8 12.0 108 141 132 
Oats 16.4 14.6 15.4 15.0 17.8 RO 92 109 
Mixed grain 2.1 2.8 3.2 { 3.6 13 166 176 
Maize 9.7 7.0 9.0 ) 7.5 72 60 77 
Total coarse grains 37.3 34. 2 39.4 37.1 41.0 92 100 110 
Total cereals 76. 2 70.9 76.8 77.2 82.7 93 101 108 
Potatoes 69.4 77.4 74.4 7 SO. 1 112 105 115 
Pulses 2.0 1.9 2 2 2 0 99 RI R4 O4 
Sugar (raw equivalent 4.0 4.9 5.8 6.2 121 1st 154 

Vegetable oils and oilseeds 

(oil equivalent 

Edible > 79 77 1. 58 R( 1.2 x 101 162 
Total 81 83 1. 62 S4 1. 34 102 104 165 
Citrus fruit 2.00 1. Sf 2. 28 2. 44 3. 00 ¥3 122 150 
Bananas 18 23 23 23 23 126 126 126 
Raisins 21 12 12 12 13 5S 57 62 
Figs (dried) 23 23 23 23 100 100 100 
Wine 14. 08 12. 55 13. 28 1 $ 13. 60 Rg 9 9 
Tobacco 19 24 28 21 2s 27 1] 146 
Hemp. 15 14 ll ( 12 3 69 79 
Flax Os 10 13 13 14 118 154 160 
Cotton (lint) 02 03 04 OF 04 136 204 204 
Wool (clean basis 10 10 10 0 1¢ 98 100 102 
M ilk 81. 1¢ 76. 52 87. 25 86. 96 M4. 1¢ 4 107 116 
Meat ! a 8.77 7.19 8. 68 g 7] » 46 82 99 108 
Eggs : sens as enka 2.11 2.13 2.39 2.47 2. 64 101 117 125 
Population (millions) -_- 275. 4 301.5 305. 8 308. 4 317 110 112 115 


1 Beef and veal, pig meat, mutton and lamb. 


Source: FAO, The State of Food and Agriculture 1953, Part Il—Longer Term Prospects, Rome, 1954, 
p. 69. 
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Taste 28.—Some typical yields, Europe and the Soviet Union, 1934-38 and 
1950-52 





Yield of wheat Yield of barley | Milk yield (thousand 
(quintals per hectare) (quintals per hectare) | liters per cow per year) 
Region 
1934-38 1950-52 1934-38 1950-52 1934-38 1950-52 
We Europe 
\ ; 17 19 18 —17 2.0 2.0 
Belgium 27 33 26 32 3.2 3.6 
Denmark 30) 36 30 35 3.2 3.4 
France 16 i8 l 16 1.9 2.0 
Western Germany 22 27 21 26 2.5 2.7 
Ireland 3 24 25 25 1.8 2.0 
Netherlands 50) 36 28 33 | 3. 5 3.8 
Norway 20 19 20 21 | 7 2.2 
Swede 24 20) 21 23 2.4 2.9 
Switzerland 24 27 19 25 2.8 3.0 
( ted Kingdom 23 27 21 25 | 2.5 2.8 
Mediterranean Europe 
Greec 9 10 10 10 | at ae 
Italy 14 16 11 11 | 1.6 1.8 
Portugal 10 8 ( 8 7 5 
pa 10 Q 13 13 3.3 1.4 
Eastern Europe | 
Bulgaria 2 on 
Czechoslovakia 17 19 17 $16 1.9 1.5 
Eastern Germany! 22 4 22 21 418 2.5 2.3 
Hu ary 14 13 13 314 1.8 1.6 
Pola 15 412 16 412] 1.5 bat 
Rumania. 
Other Europe 
Finland 18 15 15 16 2.0 2.3 
Yugoslavia J il 11 10 9 1.4 1.0 
Soviet Union 10.0 10. 6 1.0 1.0 
W rn and Eastern Germany data for 1934-38 is that of all Germany. 


3 1948-51 

4 1948-50 

Source: Largely from United Nations; FAO, European Agriculture, A Statement of Problems, Geneva, 
1954, p. 9. 
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For the Soviet Union as late as 1949 crop yields were about one tenth 
less than prewar.® 

Information on livestock indicates in general a slower rate of 
covery in the East than in the West. 

40, too, very incomplete information available on how well the pop- 
ulation has been and is eating suggests that trends in food consump- 
tion leave much to be desired. The stepping up of state procurements 
suggests an additional effort to keep urban populations working 
i. e., the announced intended increase from 1952 to 1954 of meat pro- 
curement in the Soviet Union by 37 percent, of milk by 45 percent, of 
eggs by 63 percent. 

Declines in exports of foodstuffs from Eastern Europe to Western 
Europe do not necessarily mean that the producers and indigenous 
population of the producing countries are consuming greater amounts. 
It should be noted the Soviet Union exports of a few such products 
make a stronger showing (table 30). During a recent period the 
Soviet has imported modest amounts of grains and fats and oils from 
the West. She has also become the second largest importer of meats. 


TABLE 30.—Imports of selected agricultural commodities into Western Europe 
from Hastern Europe, 1938, 1949, 1952 
| Thousands of ton 


Other Eastern 


Soviet Union European countries 


Commodity 
1938 1949 1952 1938 1949 1952 

W he 79 H4 1, 037 1,612 il 18] 
Ott 478 23 1 l 4 654 O6 
Sugar 1 21 71 27¢ 198 39 
Mie 8 l 36 7 
Eggs S S4 17 2 
lot 1 10 7 
Pou 2 {8 8 5 
Butt 54 . 16 1 10 

Source: United Nations—FAO, European Agriculture—A Statement of Problems, 
Geneva, 1954. Table 30, p. 68 


t, AGRICULTURAL ORGANIZATION 


Europe remains overwhelmingly the world’s largest importer. 
This is eminently the case in Western Europe, and especially so with 
regard to foodstuffs, of which European imports (very largely inde- 
pendent Europe) account for more than three-fifths of the world total 
and about nine-tenths of the interregional shipments. Yet for all of 
that, the peasant and the family farm are basic, except in the Soviet 
Union. 


(a) Inde pe ndent Europe 
It has been well stated: 


2 * * 


Broadly speaking, Western Europe has come to rely on overseas pro- 
ducers to supply it with large quantities of cereals and sugar, and, furthermore, 
has increased its dependence on overseas sources for textile fibers and vegetable 
oils. Apart from the United Kingdom, Western European countries have chosen 
at the same time to protect and maintain their agricultural structure composed 
of millions of small farmers, reserving for them virtually the whole of the mar- 
ket for animal products and most of that for vegetables and fruit.” 

® Kershaw, Joseph A., Agricultural Output and Employment in Soviet Economie Growth, 
Abram Bergson (ed.). Row Peterson, Evanston, 1953, p. 305. 

one “yg Nations—FAO, European Agriculture—A Statement of Problems, Geneva, 
vot, _- 
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Agriculture in much of independent Europe is confronted b y three 
major organizational problems. The first is one of local organiz: ition, 


related primarily to reform for efliciency—the problem of lessening the 
existing high degree of farm fragmentation still prevailing in some 
areas of the C ontinent. The waste of the farmer’s time in travel from 


his village to several or numerous small fields, each consisting of 
scattered | strips or bits of land, puts severe limitations on the system. 
It also restricts the likelihood of making much use of modern ma 
chinery. The problem is a major one in some countries, though 
considerable progress has been made (table 31). 

The second major problem confronting agriculture in free Europe 
is the degree of autarchy favored by some of the governments. In 
some instances this appears to shelter uneconomic production and 
to decrease the incentive for self-help and efficiency which might other- 
wise eventually achieve a stronger, more efficient agriculture. 


TABLE 31.—Land fragmentation and estimated area in need of consolidation, 
Europe 


ve ‘ 
\ Avi a Rs 
fj 
per fa - 
( t Y f 
( . 
rhe 
TT ' 
1 
United Kingdom 
Ireland 
Norway 
Denmark 
Sweden 0 
Finland 1938 { 2 iM 
Poland 1 (KX) 
Greece aK 
Belgium O50 ) 6.3 0) oS 
France a 8 g. ( O Kn 
Northeast 
Southwest 
Switzerland 1939 5 7 45K % 
Austria wy 0 
Italy O35 0. ix ) 
Bulgaria 1934 { { 1. OM 10 
Netherlands. 150 9 3 2 1. uM { 
Western Germany 49 6, (On 0) 
Spain oa M4 f ‘7.0 2 (XK) 
South ' 
Central 7 2 
Rumania MS l f 7, 000 50 
Czechoslovakia 1988 ; a0). 3 5K 50) 
Hungary-.- 93 1.4 { § FOO 50 
Portugal 7 194 f 25.9 2 800 ff 
Yugoslavia 7, 000 70 
1 The estimates for the Netherlands, Belgium, France, Germany, Switzerlar re derived from official 
sources, The French estimate is known to represent a minimum (¢ tual needs, whereas the D ¢ 
mate seems to be a maximun he German figure seems to underestimate the problem somewhat rt 
estimates for other countri re neet rily | precise; the | »f reckoning omewhere between those 
of France and the Netherland 
2 Units under 1 hectare are not considered, because they are exceptionally numerous, and are mainly small 
gardens for spare-time work; if they were included, the figures for I vould be 0.8 a 2.2 ; 
tively 
3 The figures refer to “flots de propriété’; for “‘parcelles cadastrale the ures would be ( 0, 
respectively. 
4 Figures refer only to south and central Spain; if the north v surveyed, the average size of plots would 
be smaller and the number of plots per farn ater 


Source: United Nations—FAO, Europe Agricultur A Statement of Problems, Geneva, 1954, p. 20. 
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Third is the matter of arranging for the advantages of an enlarged 
market area. Representatives from 17 European countries, after 
much consideration of the “green pool” idea for integration of the 
agricultural markets of western European countries, gave up the 
idea of an independent institution somewhat like the Coal and Steel 
Community. The idea involved the removal or relaxation of restric- 
tions on the movement and sale of agricultural products as among 
the several countries. Instead, the OEEC was asked to establish 
a ministerial committee on food and agriculture which would be 
headed by a director responsible to the Secretary-General of OKEC 
and would meet at least twice a year to examine agricultural 
problems.® 
(6) Kastern Europe 

As a generalization, agriculture in Eastern Europe prior to World 
War II was based on a peasant economy. That economy had been 
strengthened after World War I. It was aided by land reforms 
based wide ly on the slogan: “The land belongs to those who till it.’ 
I{ungary was in some degree an outstanding exception in that large 
estates were still dominant. But in general the peasant, econom- 
ically and politically, during the interwar period enjoyed a status 
not previously achieved. 

Late in World War ITI and promptly thereafter further agrarian 
reforms were promulgated. These differed from country to country 
not only as to the amount of land expropriated, but also as to the 
several stages involved, as to the upper limit in size of holdings 
permitted, rate of payment, ete. The proportion of total arable land 
actually turned over to the poorer peasants as their own private 
property ranged from about 50 percent in Albania to only 2 or 3 
percent in Bulgaria. For Eastern Europe nearly 19 million hectares, 
or about 25 percent of the total agricultural land was expropriated, 
about half from large estates and the other one-half from German 
and other minorities. Some 13,300,000 hectares were distributed to 
individuals and 5,400,000 hectares to public bodies. Thus economic 
results, in and of themselves, could have been and probably were 
major in some areas. Social changes based largely on the elimina- 
tion of the landlord class, of many of the so-called kulaks, have been 
significant. 

A major present characterization would seem to be that agricultural 
organization in Eastern Europe now represents a “halfway house.” 
It has started, but has not yet nearly completed, the shift to the 
Soviet type of organization. Unlike the Soviet Union, private prop- 
erty still prevails in the agriculture of the so-called Peoples’ Democ- 
racies (with the exception of Bulgaria). In Poland 80 percent, in 
Czechoslovakia 50 percent, and in Hungary 60 percent of the agri- 
cultural area is managed by peasants who still are owners of the 
land. They are, to be sure, tied by compulsory deliveries to the 
planned economy. Economic and administrative pressures includ- 
ing discriminatory practices as to deliveries, credit and taxes are 
aimed at speeding up collectivization. Open violence has been 
avoided, however, and ultimate reforms have been at least delayed 


% Foreign Crops and Markets, U. 8S. Dept. of Agriculture, vol. 69, No. 6, August 9, 1954 
p. 159 
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in order not to disrupt needed production.® Neverthless, the trend 
toward collective and state farms, to the disadvantage of the 
private landholder, has continued (table 32). Somewhat the same 
problems of lagging production, particularly with respect to live- 
stock products, exist as in the Soviet Union. Proposed remedial 
actions also have been along rather the same lines. There has perhaps 
been some evidence of relaxation under strain, but no real reversal 
of direction. 

In Czechoslovakia, as in the Soviet Union, by late 1953 it was offi- 
cially admitted that agriculture, comparatively, was lagging badly— 
though it had increased under the 5-year plan by about one-third to 
approximately prewar production levels. Much of the difficulty was 
blamed on the party, in its not very successful attempts to make over 
the existing strong peasant cooperatives based on voluntary self-help, 
into new state operated “cooperatives” with collectivization the ulti- 
mate aim. 


See especially George Kemeny, Eastern Europe, Developments in Social and Economic 
Structure, World Politics, vol. VI, No. 1, October 1953. 
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Ifungary, more than other Iron Curtain countries, became the scene 
of attempted industrialization—with all that meant in the shifting 
of manpower from agricultural production. Collectivization was car- 

ried further than in others, excepting Bulgaria; as a result, by 1953, 
with industry three times the prewar level, agriculture had shown no 
progress. Moreover, when the backswing began after the difficult 
harvest of 1952, instead of a breathing spe ‘ll or halt as in the others, 
there was a token decollectivization in Hungary, the number of kolk- 
hozes declining 12 percent and membership by i percent during 1953. 
[Emphasis again has been placed on grain, fodder, and livestock. 

Yugoslavia deserves some mention as a special case. Initial post- 
war steps were taken to socialize agriculture, followed more recently 
by a relaxation or depressurizing of the movement, though the threat 
of ultimate collectivization remains. But the peasants may now own 
land, produce what they choose, sell what they produce, and, if they 
Wi h, Jom en a coopers atives. Forced deliveries 
were ended in 1951; dispersal of collectives began in 1952 and in 1953 
a decree Was issued permitting peasants to quit collectives and return 
to private farming. Only about one-third of the 6,000 collective farms 
which were founded have been continued. Nevertheless, the choice 
remaining to the individual farmer would appear to continue to be to 
join the collective, stay poor, or get off the land. 

) The Soviet Union 

The pattern of agricultural organization in the Soviet Union has 
advanced much farther along toward the ultimate goal than in the 
satellites of Eastern Europe. The goal, associated with that pattern 
under the prevailing political doctrine, is to organize, capitalize, and 
develop the agricultural economy so as to release millions of rural 
people for work in industry and, at the same time, to provide an abun- 
dance of food and agricultural raw materials for the cities and their 
ndustries. Enforcement and incentives have varied from time to 
time, 

The present organization of agrarian collectivism began as early as 
1928, with the launching of the first 5 year plan. Krom the outset 
the Government had proclaimed the principle of nationalization of 
allland. However, the peasants, who were active in taking over, were 
not thinking of nationalization but of parceling the land out among 
themselves. At first only a few million acres of the more than 100 mil- 
lion conliscated were re — as state farms or communes. But later 
there was a real war against the peasantry in the early 1930’s with 
millions in some areas st: aan into submission.‘ 

Agricultural organization in the Soviet Cadiee presently falls 
roughly into a very large socialized sector and a much smaller private 
sector, with three not mutually exclusive groups of producers in each. 
Phe socialized sector, regarded by the outside world as the present- 
day Russian agriculture, consists of about 90,000 collective farms 
(kolkhozy) which produce the bulk of the agricultural output, some 
5,000 state farms (sovkhozy) which are operated by hired workers and 
produce more than 10 percent of the total output, and of minor im- 
portance overall, some miscellaneous farms subsidiary to industrial 
enterprises, hospitals, schools, and so forth. 


* See V. P. Timoshenko, Agriculture in the Soviet Spotlight. Foreign Affairs, vol. 32, 
No. 2, January 1954, especially p. 246 
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The major factor in the private sector consists of collective farmers, 
kolkhoz members (kolkhozniki), who utilize their spare time as indi- 
vidual producers of crops and livestock on small plots allocated to each 
household from the land held by the kolkhoz. ‘These intensive efforts 
at times have been estimated to account for as much as 20 percent of 
some vegetables and livestock products appearing in the market. A 
minor number of peasants remain as independent farmers (edinolich- 
niki) on small plots of state land. Some ain are primarily engaged 
in nonagricultural activities may utilize small household plots for 
garden food crops or minor livestock. 

The kolkhoz is nominally a peasant cooperative formed by the 
farmers of a given area, perhaps sometimes voluntarily but usually 
under compulsion. ‘They pool their land (which belongs to the state 
but is lent to the collective) and equipme nt, agree to operate coopera- 
tively by electing a manager and sharing the work and proceeds. The 
individual contributes “workdays” of specified number and quality 
and is rewarded with a residual of the physical product as well as a 
share of the money income of the collective derived from the sale to 
the state of fixed quantities of the product at fixed prices. Machine 
tractor stations provide the f: eel equipment and the more skilled 
workers to operate such machinery and in turn must be paid with some 
part of the product. They each serve several farms and serve also as 
a powerful arm of control of collective agriculture. 

In the pre war period ithe number of kolk hozy was above 200,000. As 
of the beginning of 1950, before the initiation of the consolidation, 
there were 254,000 with an average of 672 hectares of arable land each. 
But by the end of 1953 there were only 94,000, with of course the size 
much enlarged by amalgamation to an average of more than 1,600 
hectares. There was also some official mention of, or trend toward, 
the creation of still larger more complex units—agro-cities with some 
related industry attached thereto. That development seems to have 
been held in abeyance after some official discussion about 1950. 

The member workers of the kolkhoz (the kolkhozniki), in addition 
to “workdays” due the collective farm, have some time which they may 
devote to the care of crops or livestock maintained on small tracts of 
land allocated to their individual Ns sg ation by the collective. The 
surplus therefrom has commonly been sold in the free market and 
restrictions on these “private” activities have been among the promi- 
nent items in the discussion of Soviet agricultural organization since 
rules were promulgated in 1935 restricting the size of plot, livestock, 
and tools the individual maka use privately. The trend, though 
erratic, would seem to be toward further restriction on this sector 
insofar as and as soon as its products are not vitally needed ; temporary 
relaxation of restriction after August 1953 should be noted. 


6. THE STATE OF AGRICULTURAL TECH NOLOGY 


The use of power, whether from draught animals or tractors, is gen- 
erally considered a major index of advancing agricultural tec hnology. 
Table 33 indicates a w idespread decline since the prewar per iod in the 
number of draught animals in relation to cropland. The decline 
may have been slightly greater in independent Europe than elsewhere, 
though the difference from area to area is cert: ainly not striking. It 


55767—55——_9 
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may be noted that in this respect the Soviet Union has held to the full 
prewar level whereas the United States has shown a sharp de- 
cline. The ratio of draught animals per agricultural male also 
varies greatly from country to country without, however, apparent 
sharp zonal differences. The slightly poorer showing of Mediter- 
ranean and eastern Europe probably is accounted for by the fact that 
draught cattle are not included in this particular computation. It 
may be noted that the substitution of mechanical power for horsepower 
releases a part of the production facilities formerly employed to pro- 
duce grain or other feedsuffs for the work stock. This in theory makes 
possible increased production of industrial crops, animals for use as 
food, or grains and vegetables to be used directly as human food. 


TasLe 33.—Draught power in agriculture, Europe and the Soviet Union, 1938, 
1945, 1952-58 











| ; 
Number of draught 
ee sae Number of tractors 4 ' 
AES FOr IU aos Draught per 1,000 hectares of | Number of 
tares of agricultural inimals* per agricultural area active males 
Region area active male in igricul- 
in agricul ture ° per 
Qro tractor, 1952 
1952 ture, 1952 1952 or , OR 
38 194 aa 1938 1945 52 ¢ or 1953 
LYOd 1953 
We 1 Europe 
ia 170 160 140 0.6 I 2 13 14 
n 171 a0) La 7 l ] s 25 
) k 210 220 14 >. ] 1¢ g 
ee 190 170 ! 2 7 20 
W (rer 0 340 2 4 25 7 
l i 100 10 Ri) ) 1 9 ; 29 
land 130 12 00 2 12 17 
‘ \ 220) 220 180 8 t 19 13 
g 130 13¢ x 8 S 21 5 
1 12 130 t il 20) 14 
ed K lom 60 AO 0) 4 l 27 2 
Mediterranean Europe 
( t ”) 260 2 l 9 18 
I 110 80 100 2 3 } 
I wv - l 6 
S 104 100 4 1 264 
Easte I I 
B i ” 4 1 122 
( kia 230 210 ) 1 3° 
I t Germany 190 170 ~ 3 7 24 
liu wy 180 160 3 l : 95 
Pol 1 14 120 a l ; 77 
I ‘ 15 130 } l 226; 
Ot Europe 
Finla 140 140 140 1.0 2 } 8 18 
Yuvosla 14 70 130 { 1 323 
Soviet | 60 3 , 6 l l 2 60 
United at 70 ( aU) 7 12 20 2 
lhe data for all years are based on the agricultural area in the most recent year, with the exception of 
Rut i r whi il aS | ned for 19 t has been used 
Hor , es, mules, and draught cattle used in agriculture. 
H ‘ lles, and asst | no cattl 
eD rr have bee ule for differences in horsepower per tractor. This may understate the 
posit f ce n countries, in particular the Soviet Union and the United States, in which relatively power- 
ful tractors are used. Hort iltural tractors are excluded 
gu l t wcti ial i agriculture with the exception of the Eastern European 
countri r which les engaged in forestry, fishing, or hunting are included. Won arently have 
n ‘ luded, hough they are known to make up a very important, even predominant, portion 
of the ultural labor ferce, particularly in Eastern Europe and the Soviet Unior 
l juest because other sou show only three-fourths as many horses 
in t I i ; 


FAO, European Agriculture—A Statement of Problems, 
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Tractors are quite a different story, with Western Europe far 
more abundantly supplied, per hectare or per agricultural man, than 
either Southern or Eastern Kurope. The United Kingdom is actually 
on much the same level as the United States per unit area farmed. 
The United States at the beginning of 1953 had nearly 3,900,000 wheel- 
type and 171,000 crawler-type tractors; averaging overall 20 to 22 
horsepower. Only Finland, Czechoslovakia, and Eastern Germany 
of the eastern countries have such equipment in somewhat the same 
abundance in relation to agricultural area and agricultural manpower 
as the West. The Soviet Union makes a distinctly more favorable 
showing than much of Eastern Europe or Mediterranean Europe with 
respect to tractors per active male in agriculture, though not with 
respect to number of tractors in relation to agricultural land. 

Other aspects in which Western Europe is less adequately 
served than the United States is refrigerated storage and advanced 
processing equipment in which the Soviet bloc is notably deficient at 
present. ‘The probable importance of such mechanization to growth 
trends in food production can be summarized as follows: 

Except perhaps in the U. 8. S. R., the greater use of machinery on farms will 
not lead to any appreciable increase in cultivated area in these regions, but 
it will make a further contribution to production by assuring that a greater 
proportion of the operations is carried out at the most favorable periods, so 
that average yields will be somewhat raised. Furthermore, where mechaniza- 
tion has advanced sufficiently to lead to a decline in numbers of draft animals, 
every further advance also brings a gain in land freed from feeding work 
animals to feeding productive livestock or growing crops for food or industrial 
uses. 

The use of commercial chemical fertilizers is another partial test of 
developing technology, though their use, too, is affected by the type 
of crop grown, the newness or natural fertility of the soils, and by the 
livestock kept and manures available. 

The very substantial increases in the use of the major commercial 
fertilizers since the war is evident from table 34. The rising trend 
of use is especially well documented for Western and Mediterranean 
Europe. While it is no doubt true that some considerable part of 
the increase may be properly credited to United States aid, as the 
least expensive way of providing for the rehabilitation of food pro- 
duction in much of free Europe, it is to be noted that some other 
areas not recipient of such help, for example Spain and Finland, also 
made remarkable increases in the use of such fertilizers. 


s&s FAO, The State of Food and Agriculture 1953—Part IT. Longer Term Prospects 


Rome, January 1954, p. 53. 
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TABLE 34.—Consumption of chemical fertilizers: Europe, the Soviet Union, and 
the United States, 19388, 1953, 1954 (forecast) 
s | 
N { { ms I I t i fertil LeTS i 
1 006 etric tons 0 phos] cid metric tons of K2O 
t N 
\ 1 
4 1 wO4 
IR 38 138 19. 
Western Eu RR. 0 1] { SA5 000 2 07 
Med rranean Europe 186.0 { 3690 0 Ox 619 l 82 ”) 
Wester il Mediterra 

nm | pe (total 1. ( 0 1. ¢ TR H3¢ - 18 1, 36 O82 2. 16¢ 
( e } ) 4 0 lt 44 ) »( 710 710 
a} } ) 6.1 ; 4( 112 lf ) 19 

t | yn 121.0 4 301 ( 288 
{ 16.0 ( t ) s 
I ng ground rock phosphate 
Bu and Rumania generally not available; postwar f 
I ind Yugoslavia 

4} ) 

Sou ) i for 1938 from FAO, Year of Food and Agri iral tistic 1949, vol Productio 
W asl t 1950, pp. 169-175 Data for sand | if FAO, Ant | Review of World Production 
und Co 1 ym of Fertilizers, 1953, Ron November 1953, py t Estimat r th U.8S.8. R 
I N tz, Na Statist S Agriculture, KR} 250, M 94 ble VI, p. 5 


available at all, even in 
and that from a 
formerly a large user, 


Kastern Europe, as far as information | 
estimated form, has made more modest gains, 
erally lower starting base. Eastern Germany, 
cated as not having regained the prewar level. 


(We) 


Is ind 


to obtain, it is estimated that 
small amounts of phosphoric 
though considerable quan- 


While accurate consumption data are difficult 
the Eastern Europe use relatively 
acid supplied as commercial or chemical fertilizer, 


countries of 


tities are supplied as farm manures The total phosphate supply is con 
sidered as supplying roughly 10 K,P.O; per hectare of agricultural land in 
Eastern Germany, whereas the real need is much higher. Should the same 


pattern d is relatively quite 


apply to Eastern Europe, the use of phosphoric aci 
low = 


Information on the amounts of commercial fertilizers used in the 
Soviet Union is, if possible, even more fugitive than for Eastern 
Europe. It is stated by one authority that the principle of inde- 
pendence from foreign supplies (from capitalistic countries) had b 
come so sacred that practically the whole supply of mineral fertilizers 
was used on the so-called industrial crops, cotton, flax, and sugar 
that nearly half of the nitrogen fertilizers were devoted to 

It may be noted that even now, in the United States a large 
fertilizer is 


e 


beets 
cotton. 
part of the commercial 
vegetables. 

In 1938 the total application in the Soviet Union of all mineral 
fertilizers was 3,216,300 tons, of which 705,000 tons were nitrogenous 
(20.5 percent N ?) ; 311,400 tons were potassic (41 percent potassium 
oxide) ; 1,593,200 tons were phosphoric (18 percent P.O;) ; and 605,900 
tons were Thomas slag.” 


used on tobacco, cotton, and 


*” FAO A World 
1952, p. 22 
’ Timoshenko, V. P 
p. 490 
t Soviet statistical yearbook quoted by Nimitz, op. cit., p. 55. 


Fertilizers, Report tome, August 


on Production and Consumption 


LXI, 
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According to the fifth 5-year plan gross commercial fertilizer output 
in 1955 was scheduled as high as 10 million tons, 188 percent of the 
figure for 1950, which was not fulfilled. This schedule apparently 
has not been fully met. Meanwhile, a goal of about 17 million tons 
by 1959 and about 29 million tons by 1964 has been set. Jasny indi- 
cates that if the targets are met, granting efficient utilization, this 
alone should increase gross farm output about 1 percent per year. 

Of other aspects of agricultural technology and its progressive de- 
velopment and application much less can be said with certainty. The 
scientific development of animal and plant genetics and the application 
of such principles to the commerci: al breeding of agricultural plants 
and animals, crop rotations, weed control, balanced livestock feeding, 

reclamation by drainage and irrigation, age a ges nt in carrying 
capacity of grasslands, protection by tree shelter belts; these and 
others are aspects which have been explored and utilized to some de- 
gree in all the areas under discussion. Technology is most highly de- 
veloped in Western Europe, although Eastern Germany and Czecho- 
slovakia are also rather highly developed. Both Southern and East- 
ern Europe in the past, and very likely still, lag comparatively, not 
only in basic technological deve lopme nt but also in the application of 
technology worked out elsewhere. The Soviet Union, it would appeat 
may well be regarded as involved in much experimentation along suc h 
lines, some of it oriented in a fashion regarded by the Western World 
as more political than scientific. Yet it seems clear enough that there 
has been more work, more exploration, than in some other areas. Of 
plant explorers, of soil scientists and foresters, among others, they 
have had their share. The work has been slowed up by party doc- 
trine but has probably been extensive in scope and some of good qual- 
ity. It is rather a question of whether it has been possible to trans- 
jate what has been learned there or elsewhere into practical applica- 
tion; an important aspect which has been slow and difficult enough in 
western Europe among other places. In any case, Timoshenko and 
others find that the major plans for reforestation, for improved crop 
rotation with perennial grasses, and for major irrigation development 
have so far presented more problems than results. 


C. Raw MArTerIAts 


In this section we are concerned with: (1) agricultural products 
other than food, particularly cotton, wool, and flax; (2) forest prod- 
ucts, especially sawn timber and pulp; and (3) mineral raw materials, 
other than mineral fuels and iron ore which are discussed elsewhere, 


1. SOME AGRICULTURAL RAW MATERIALS 


Independent Europe is definitely a deficit area as regards major tex- 
tile fibers. Of the 18 countries for which pertinent data are available, 
imports of fibers in 1952 amounted to $2,908,000,000 compared with 
exports of $531 million. Textile fibers are among the most important 

raw materials utilized by workshops in the area. Considerable value is 
added by manufacture, after which the products not only contribute 
substantially to the comparatively high standard of living of the area 
but also serve as a major export product. 
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With respect to particular fibers, small amounts of cotton are pro- 
duced in Mediterranean and Eastern Europe (table 35). In the 
Soviet Union, where self-sufficiency has been much desired, the crop 
has achieved a level approximately one-third the size of United States 
production, and much larger than the production of all of Europe. 

Production of flax fiber in Western Europe appears to exceed that 
of captive Europe, whether measured by area devoted to the crop or 
by actual fiber harvested. However, there is greater emphasis upon 
this crop in the Soviet Union than in other European countries. 


TABLE 35.—Production of commercial fibers; Europe, the Soviet Union, and the 
United States 


[Thousand me tor 
Cot } Hem} I 14 
Area . 
I } I t } Post- 
vw \ r i A T 
\ | 7 
Mt I 
g 91 
60 
I ( ¢ 
I val 
ty n 
4 I N \ , 
I AT ( \ 
Hemp fiber is primarily a product of Eastern Europe and the 


Soviet Union—the West is generally deficient and the Soviet Union is 
a major factor among’ wo rl Ly yroducers. 

Rayon is included in this dis ussion since cotton linters, as well as 
other cellulose pulps, are used as a raw material base. Independent 
Europe appears to be substantially in the lead in the production of 
rayon, though Eastern Germany, Czechoslovakia, and Hungary have 
important production, as does the Soviet Union. The United King- 
dom as the major producer, appears to have expanded signific antly 
since the prewar pe r 1od, as 1nd leed have most other producers. 

Western E urope, captive Eruope, and the Soviet U nion are all to be 
regarded as deficit areas with respect to the production of wool. In 
fact the Western area, because of extensive manufacture and export of 
finished goods, is the world’s major raw wool importing area whereas 
captive Europe is more nearly self sufficing, but at a lower level of 
usage. Activity by the Soviet Union in world wool auctions, particu- 
larly Australian, in recent years, has suggested either stockpiling, 
expanded military use, or rising domestic demand. The statistics in- 
dicate an increase in domestic production. 


2. FOREST RAW MATERIALS 


It is reasonably well known that Western and Mediterranean 
Europe, excepting only northern Europe and Austria was and is a 
timber deficit area. The decline in imports during the postwar period 
represents a decline in availabilities (table 36). The deficit in several 
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countries resulted not so much because of lack of fairly substantial 
forests or the harvesting of them but rather because of relatively high 
per capita usage. 


TABLE 36.—Total forest and the industrial woodcut, by regions 





MA ’ 
lotal forest, Prewar 
nillion 
he 
N \ f orts 
Dome a D ‘ por 
r i 
production . productk port 
Western and Mediterranean 
Europe 77.5 102.3 32 “1 : 
Captive Europe. 21.3 26.8 i. 1 26. 4 7 
Other Europe_..- 27.9 33. 5 +-21.8 34. 6 4.0 
Soviet Union 628.0 9 ) : 
North America 656. 0 
United States of America 170.0 230). 7 
Canada 7 
! Another source gives 320 for 1949; 355 planned for 1950, 


Historically, Western Europe secured virtually all its needed im- 
ports ot softwood forest products from the Soviet Union, the Baltic 
countries, Finland, Sweden, and Austria. Political and economic con- 
siderations have prevented the resumption of some of that trade. ‘The 
result was that the immediate postwar situation in much of Europe 
was one of acute shortage of forest products. Even the Soviet Union, 
with all of its vast forests, ap yparently expe rienced somewhat the same 
deficit situation in the early postwar period because of the generally 
unfavorable location of the reserves in relation to areas of need plus 
the fact that both labor and processing equipment had been seriously 
depleted. Reparations in wood which had been collected by the Soviet 
Union from several Eastern European countries and Finland were 
completed as far as Finland was concerned about 1948, thus making 
possible increased exports from that north country to the West. There 
was again acute shortage during the boom accompanying the Korean 
war but afterward worries about surpluses came to the front in the 
surplus-producing areas of northern Europe leading to the slowing 
up, even the cancellation of some proposed development. 

There are some important unanswered questions respecting the seri- 
ousness of overcutting during and after the war in various parts of 
captive Europe and in Western Germany. But by and large it would 
appear that the increased production which occurred in Scandinavia 
after the war is not likely to be further enlarged. If additional sup- 
plies are to be found in the near future they probably must come from 
the Soviet Union. 

Total forest land of the Soviet Union is very large, covering ap- 
proximately 743 million hectares, in comparison with 145 million 
hectares in Europe and 250 million in the United States. Of the total, 
628 million hectares are classed as forested land; 114 million hectares 
as open areas. By area, about 80 percent are conifers. The volume of 
standing timber is estimated as 58 te million eubie meters, of which 
90 percent, covering 55 percent of the hectares, is mature or over- 
ripe. The remaining 10 percent of the volume is about evenly divided 
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between maturing forests and those classed as young and saplings. i 
About 80 percent of the total consists of softwoods, roughly twice as 
large as the resources of all the rest of the world of this very important 
raw material. However, because of climatic conditions the annual 
rate of growth is low and a large part of the reserves are poorly located 
in relation to centers of population and major industrial development. 

Annual cuttings expanded to about 500 million cubic meters of 
roundwood equivalent in the prewar period. War demolition, short- 
age of labor and inadequate maintenance of facilities during the war 
left the industry much depleted in the early postwar period, The 
damage was of course concentrated on the facilities of the industry 
rather than on the resource. Rehabilitation, with increased mech- 
anization, proceeded rapidly. By 1948 the roundwood cut had been 
restored to prewar level and is reported to have reached the 600 million 
cubic meters level in 1950, of which total 280 million cubic meters were 
industrial wood. The proportion of fuel wood in the cut declined but 
as late as 1950 os 53 percent of the total.’ 

Prior to World War II, Europe’s timber balance had been closely 
related to the cae coming from the Soviet Union and the Baltic 
States. But those who had hoped that Western Europe might obtain 
substantial supplies of sawn softwoods from the Soviet Union in the 
postwar period have so far been disappointed. Small amounts were 
offered in 1952. But overall it became more certain that not only the 
war but reconstruction in the Soviet Union was placing a heavy drain 
on the more accessible forest areas, some of which were already badly 
overcut. On the other hand it appeared that some of the Far North 
reserves, in Siberia and areas of European Russia opening on the 
Barents Sea might actually be more accessible to Western Europe than 
to the populous industrial areas of the Soviet Union. Thus the prob- 
lem of growth trend for the years ahead is a politico-economic one of 
whether the Soviet Union chooses to market such resources. If SO, 
then capital and labor must be engaged not only in the usual forest 
harvest but in providing the facilities for water shipment during the 

short summer. Such development would appear likely to receive high 
priority only if the exchange to be gained thereby can be used to obtain 
Items not otherwise avail: ible. 

Of the total industrial wood consumed in Europe in 1950 saw and 
veneer logs accounted for about 58 percent of the total, pulpwood for 
21 percent, pit props for 9 percent and other unprocessed wood (poles, 
pilings, posts, ete.) for 12 percent. A further breakdown indicates 
that about 45 percent of the total is used as sawn softwoods, about 10 
percent as sawn hardwoods. 

With respect to the more important subclasses of forest raw mate- 
rials it appears that the Soviet Union and its captives have mé ade mod- 
est increases in production since the prewar period (table 37). West- 
ern and Mediterranean Europe, on the other hand, are somewhat below 
their prewar level of production, as is other Europe (Finland and 
Yugoslavia). Though some of this decline is a statistical flaw. i. e. 
the counting of all of Germany with the West prewar, this of itself 


> ECE/FAO staff, Timber Prospects in the U. 8S. S. R., Unasylva, vol. VII, No. 2, June 
1953, pp. 70-72. 
‘-ECE/FAO staff, Timber Prospects in the U. S. S. R., Unasylva, vol. VII, No. 2, June 


1953, pp. 70-72. ‘ 
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is not enough to reverse the opposed trends of the two areas. Serious 
overcutting during and immediately following the war is the probable 
major expl: ination of the poorer showing of the Western area. Major 
expansion of production in the United States and Canada since pre- 
war is evident, more than counterbalancing the decline in Western 
Kurope. 

Though sawn woods and plywood production are of major signili 
cance to housing reconstruction, the demands of advancing civiliza 
tion on pulpwood are notable. The raw materials for pulp and paper 
are exploited primarily in Europe and North America which produce 
90 percent and consume 87 percent of the world’s paper and boasd. 
World consumption has averaged about 46 million tons annually in 
recent years and some estimates indicate an increase to a total of 60 
million tons by 1960-62, of which increase 10 million tons would take 
place in Europe and North America. 


TABLE 37.—-Production of selected forest semi-raw materials, by regions 


Sawn wood Wood pulp Pit props Plywood 
1,000 cubic (1,000 metric Ir ion cubic 1,000 cubic 
Regions meters tons meter r 
L938 1950 1938 L950 1938 1950 938 1950 
Western and Mediterranean 
Europe 37, 9D 82, 575 7, 88 i, 686 10. 71 8. 59 12 S24 
Captive Europe 10, 54 14, 440 584 1, 261 10 , 80 121 17 
Other Europe 8, OS 7, 780 2, 137 1.9 1. Sf 1. 52 9 
Soviet Unior +, 000 1g OOD 1. 16 2 10K " 2 RRA 810 
United State 58. 580 | 80. 696 5 384 13. 471 0 , 06 7 68 
Canada S, SUL 17, 440 254 12 19 t it) 286 
Includes both coniferous and broadleafed 
Includes both mechanical and chemical type 
All of Germany was included with Western Europe in the 1938 t 
Source: Summarized from country details shown in United Nations-F AO i ) Timber St 


1913-50, Geneva, 1953 


A considerable part of western and Mediterranean Europe may be 
regarded as a deficit pulpwood area, although the northern part of 1 
dependent Europe is in large surplus status. Somewhat the same 
divergency would appear to exist east of the Lron Curtain with the 
captive area, comparatively, not sesstaniie supplied whereas the raw 
material situation in the Soviet Union may be described in terms of 
abundant but rather poorly located resources. 

The developing situation can be best derived by consideration of 
some recent statements by experts: 


Europe is today, as it was between the wars, the most important supplier of 
pulp and its products to other regions. Its pulp and paper industry suffered 
badly during the war, and though it recovered rapidly during the postwar years 
the increase in output over the prewar level is modest compared with that in 
North America. Nevertheless, by 1950-52 it was on balance exporting well 
over 1% million tons of pulp and paper to the rest of the world. This overseas 
trade is of high importance to the Buropean economy, and every effort will be 
made to maintain it. 

The industry continues to expand, though with coniferous resources limited 
and localized there is increasing emphasis on temperate hardwoods (poplar, beech, 
birch) and straw. A year ago it was estimated “” that an additional 24% million 


“4 FAO, Preliminary Summary of the World's Pulp and Paper Resources and Prospects 
Conference, seventh session, November 1953, ME 1/473/Rev. 1, pp. 22-25. 
% FAO, European Timber Trends and Prospects, Geneva, 1955 
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tons of pulping capacity might be built in the current decade, bringing nominal 
capacity up to about 1414 million tons by 1960. This increase in pulping capacity 
corresponds to an increase of well over 3 million tons in paper and board produc- 
tion; the forecast of future paper and board requirements reckons with an 
increase of 4 million tons in the same period. The recent recession introduced 
a note of caution in forward planning, and this figure may not be fully realized. 
But the indications are that the rate of growth of the pulp and paper industry 
will, in the coming years, be tempered closely to the trend in European demand, 
whether that increases slowly or rapidly, while a margin will be conserved to 
enable the important overseas trade to be maintained. It would be surprising, 
however, in the light of recent events in the international pulp and paper market, 
if new investment took place specifically aimed at satisfying a conjectural in- 


crease in the requirements of other regions. 
. 


*” * ‘ * 
The Soviet Union possesses the largest area of coniferous forest in the world. 
Given a substantial expansion in her pulp and paper industry and the existence 
of conditions propitious for an increased volume of trade with the rest of the 
orld, the U. 8. 8S. R. could become an important exporter of pulp and paper. 
Whether this takes place in the long term or not, the indications are that no 
ficant contribution can be expected in the course of the current decade. 
Since the war the main ent] hasis has been on the producti mn of lumber to meet 
reconstruction needs, and the timber industry has with difficulty met the heavy 


sifni 


demands made upon it. All the pulpwood cut (7% million cubic meters in 
1950) is used internally, and there is not much likelihood that pulpwood ship- 
mie to the rest of Europe, which averaged about 3 million cubic meters an- 
nually before the war, will be resumed. Domestic demand for pulp products 
is rising rapidly; daily newspaper circulation, for example, rose from 31 mil- 
lior IM to 41.7 millions in 1953 There are no grounds for believing that 


current expansion plans in the pulp and paper industry are designed to do 
more than meet the rise in domestic demand. 


MINERALS ** 


Minerals are hard to veneralize about: each one is pretty much of 
a story In itself. The production of most minerals in Kurope, the 
Soviet Union and North America has increased in comparison with 
prewar production. Captive Europe, by and large, is poor with regard 
to most minerals. How much of the apparent paucity may be mere 
lack of information is not certain. It is certain that there is still ex- 
ploration to be done, not alone in captive Kurope. Some of Western 
Kurope is reported to be under new and intensive exploration and 
certainly the Soviet Union, the United States, and Canada are by all 
odds far from finished with discoveries, some of them very likely of 
creat significance 

Independent Europe, particularly Mediterranean Europe, produces 
rather surprising amounts of some minerals. Not only production, 
but reserves of mercury, sulfur, tungsten, zinc, lead, copper, and baux- 
ite appear to be substantial. The Soviet Union appears to be in 
strong surplus position on some important items like chromite and 
manganese but is, thus far, weak in others. One might conclude that 
independent Europe, plus Yugoslavia, plus the Americas, Australia, 
and Africa, is in strong position with respect to nearly all mineral 
items relative to the Soviet bloc. But that, in the longer term, over- 
looks the fact that the Soviet Union has much territory to explore. 
Nevertheless, in the shorter term there appears to be a factor of techno- 





7 Official figures relating to all newspapers, not only dailies. 
7 Production by the United States and Canada is included in table 39 for comparative 
purposes but is not much discussed in the text. 
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logical lag, not only in geophysical exploration, but in mineral recoy- 
ery and ore dressing as well as in efficient metallurgical utilization 
which, for most items, suggests that the gap between the Soviet bloc 
and the West is even wider than at first it might appear to be on the 
basis of production. A brief discussion of several of the more na Nan 
tant minerals follows, with statistical data for Western and Mediter- 
ranean Europe, captive Kurope, other Kurope, the Soviet Union, the 
United States, and Canada, presented in table 
Chromite 

Western and Mediterranean Europe (as well as the United States) 
imports practically all of its rather la rge requirements of this impor- 
tant material. Greece has increased produe tion whereas that of Por- 
tugal, never very large, has declined. Turkey, not shown in table 4), 
is a major producer with 602,000 tons in 1951. Captive Europe 


appare ntly produces none, but the Soviet Union is among the world’s 
major producers. 


Mangan Sé@ ore 

Though Kur , Mediterranean, other and « ip itive Eu one all pro- 
duce small caonie of this catalyst and alloy material, then produc - 
tion in total is insignificant in relation to that of the U.S. S. R., which 
has long been among the major exporters. The West must import this 
material. 
Niche l 

More than three-fourths of the world’s total comes from Canada: 
most of the rest is produced in the Soviet Union and New Caledonia. 
Norway and Sweden produce small amounts as does Finland, though 
the major Finnish mine and smelter at Petsamo were lost to the Soviet 
Union. A new nickel refinery at Kristiansand, Norway, with an 
annual capacity of 30 million pounds of nickel is in operation, appar- 
ently using large ly foreign ore. 


Tungsten 

This important ferro-alloy, though not abundant, is fairly widely 
distributed. Portugal, Spain, and Kran e pre vide nearly all of the 
production of inde pe ndent Kurope which is somewhat larger than the 
estimated production of the Soviet Union. The substantial and in- 
creasing production of China, which accounts for nearly one-third of 
the world’s total, is to be noted. The produ tion of the Americas is 
only about two-thirds as much as the estimated production of China. 


Bauaite and aluminum 


Production of the chief aluminum ore bauxite and the reduced prod- 
uct, primary aluminum, presents two rather different patterns since 
the possibility of mining the ore is first of all a resources prob lem, 
whereas the production of aluminum depends rather directly upon 
an abundance of comparatively inexpensive electric power. Western 
Europe, with or without “other” Europe, is definitely more productive 
of this light metal than the Soviet Union plus captive Europe, for 
which Hungarian deposits provide the main captive resource. The 
United States and Canada, now that the Kitimat development has 
begun production, make a very favorable showing. 
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Copper 

Western and Mediterranean Europe has moderately imports unt cop- 
per production, which is, however, exceeded by “other” Europe and 
biel exceeded by the ‘production of the Soviet Union. Captive 
Kurope apparently Is poor in copper. Copper production in both 
Canada and the United States substantially exceeds that of the Soviet 
Union. Western Germany has large smelter facilities. 

Lead 

Western and Mediterranean Europe is fairly rich in rather well 
dispersed lead resources. ‘Two countries, Spain and Western Ger- 
many, each produce more than 50,000 tons per year. Italy is not so 
far behind. And Yugoslavia, if its resources are considered as avail- 
able to the West, is the top producer in Europe. 

Of the captive countries, only Poland is indicated as a major pro- 
ducer and her production is only about one-tenth that of the West. 
The Soviet Union alone produces a substantial amount—much more 
than the captive area and about one-third as much as the annual pro- 
duction of the United States. 

Zine 

The production of Western and Mediterranean Europe is about 4 
times as large as that of captive Europe, twice as large as that of the 
Soviet Union, about the same size as Canadian production, but only 
half as large as that of the United States. 


Mi PrCUry 


Spain and Italy together produce about two thirds of the estimated 
world’s supply of this heavy metal, which is presently in brisk de- 
mand, Ap yparently their production may be expected to increase. 
Yugoslavia also is an important source. The United States, Canada, 
Mexico, and China are significant producers and the Soviet Union is 
believed to have at least modest supplies. 

Tin 

Kurope and the Soviet Union, as well as the United States and Can- 
ada, produce very little tin. All apparently must depend for the in- 
definite future on imports for most of their requirements. Production 
is at present largely confined to the Far East, Bolivia, and two areas 
in Africa. 

Sul fu 


Italy is the world’s second highest producer of sulfur, basic to sul- 
furic acid, which has major industria] — France and Spain also 
produce significant amounts. The rest of Europe apparently is not 
productive. United States production is much larger than that of the 
Soviet Union. 


j 


Cemen 

Capacity for production of this important material of the modern 
industrial world is more often a matter of requirements and indus- 
trial incentive than it is a matter of raw material which is, for the 
most part, widely available in most countries. Production in free 
Kurope appears to be about 214 times that of the Soviet bloc. 
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Phosphate rock 


This is important not only because of certain industrial uses but 
also, and primarily, as a basis for fertilizer, either as raw rock or as 
superphosphates. The modest but important production of Western 
Kurope (mostly France and Spain) is supplemented by that of French 
Moroceo, the world’s second largest producer, with 4,716,800 metric 
tons in 1951. Production in the Soviet Union, though much larger 
than that of Western Europe, was only about one-half as large as that 
of French Morocco and one-fourth as large as that of the United 
States. Trends in major producing areas are upward and there appear 
to be sufficient resources to support expansion. 

Potash 

Western Europe, particularly Western Germany and France, are 
large producers of potassium salts. Spain also is a producer, as is 
Eastern Germany. The Soviet Union, together with Eastern Ger- 
many, produce only about one-sixth as much as free Europe. Produc- 
tion in the United States is approximately the same as that of the 
Soviet Union. Apparently all of the major producers have fully 
adequate resources for further expansion, as needed. 








GROWTH 


IN ECONOMIC 


tENDS 


TI 


12 





0 
0 





Ol 








£6 


6% 











PPG 


ICM 
i 





~ 


OL 


67% 
£ + 
Q 


ze 
ZT 
6 





Jogy | 


suo 


ZI 








z 
£ 


0°” 








1 Oe 











I 














IBM 
-v1d 











) U1ISBA 
ZO 


ng 
AIIABO 





1101 





RR Il 











TRENDS IN ECONOMIC GROWTH 129 


= “ise 
I 
SN = 


18 
18. 7 
Ag 


Bulletin of 








<= < S 
a 
=> 
elol|lc aa 
S S: oD £ 2 
a} coils q. 
% 2 
sc 
a Zz. 
-— r — 
aa |aice > et 
De 
ol 
oD r = 
- = “> 
a - 
ot 
oi _ 
x e ol = 
a 
‘ = 
' 


Total 
ed States 





Es 
B 








130 TRENDS IN ECONOMIC GROWTH 


) 
4 





- = £ < 
. ’ 
‘ - 4 So x 
¢ = a i 
‘ : 
~~ 
: < - +O! 
é eae mebes ot 
= -& ~ == Z= 7 x ’ = 
j|~ so <i —_ “ 
L ’ = = | + 
. fore . oo 
i Z = ne La 
— a 
s ’ uN 
m ; S38 SRS 
z - 
5 f — osS os _ N ~ 
Zz = + — &. — > 2 
> i ‘ i t Since = 
Ay t “ 
= 





W 
Med 





TRENDS IN ECONOMIC GROWTH 131 





Non 
HAS 
Sac + 
=2CO it 
a SE Si 
“N ’ 
>. r 
= ’ 
AAs —~ ) 
cI cr = 
< § 
a.” Sane £ 
= 5 
mos - = 
bu 
Ne Se ~ 
Aa~ Sen ~ 
N Sx o ~ 
=N | - 
} > 
Di 
=S=See = 
SRS = 
eo 
~o x S 
A eR 
NN 
LL - 
—~- oO - 
L 
~-O 1S 'C é 
or t = 7 
a ON i 
= < 6 
= 2 





1g 


Includi 





Soviet Union 


55767—55 10 








GROWTH 


ECONOMIC 


S IN 


TREND 


32 


‘ 
e 


l 


jade 


Ro 


PRR 


St 





f19A aouey “yun 
UII}Se 918 BVP UBo 
vw jUeseided {[1B8U 
10110} UJ 





}0u 918 sjyunowe 





a10ml yng 
ay} jo jueurjsvded 
sRoie i190 10} 
jysod put IvMIId + 


“aT qQRBITBA v 














t std Ssutpt 





JJ BVP Bolu JopAog TBM 

























TRENDS IN ECONOMIC GROWTH 133 


D. STBEL 


The emphasis of the Soviet economy, and of its Eastern European 
captives since they capitulated to communism, has been upon basic 
heavy industries as demonstrated by the direction of investment and 
distribution of labor. Investment of new capital in the Soviet Union 
over the period of the 5-year plans (1929-52) was distributed approxi- 
mately as follows: 


TABLE 41.—Gross state investment in fired capital in the Soviet Union: 
Cumulative, 1929-52 * 


Percent 

Heavy industry ‘ eiginieas a i ea a ne tad 64.0 
Transport ; : ; eimai 
Agriculture ____- ie . ties 9.4 
Consumers’ goods’ industries cai cesaniaa alias sane — 4.2 
I Eccachevsucue are : > 100. 0 


1 Source: Herman, Leon, In dustrial Russia, National Industrial Conference Board, 1953 


Some investment sectors were omitted in the official announcement 
on which this table is based, but it reflects the primary emphasis put on 
heavy industry. Within the industrial sector of the economy the 

ratio in favor of heavy industry has been about 9 to 1 compared with 
consumers’ goods industries. Similarly, about 70 percent of all Soviet 
industrial workers are employed in heavy industry. 

A recent study ® indicates that the Soviet ratio of investment in 
these industries (mainly the metal-producing und large metal-con- 
suming industries) compared with total investment in the economy, 
probably has been considerably more than 114 times the United States 
ratio. Kaplan concludes that “the greater rate of increase of indus- 
trial output in the Soviet Union has been due, basically, ot to differ- 
ences in the Soviet Union-United States rates of investment but rather 
to differences in the direction of investment.” 7 

It should be kept in mind throughout this section that the United 
States, and the western economies generally, have a large “service” 
element which is not nearly matched in the Soviet scheme. Bias fa- 
vorable to the Soviet Union may be inadvertently implied through 
straight comparisons of industrial production because the data re- 
leased by the Soviet Government, and therefore open to comparison, 
relate to those sectors of their economy which put it in the best 
light. Across-the-board comparisons would give proper weight to the 
large elements of private consumption and services within western 
economies. 

No country of Western Europe has concentrated investment on the 
heavy industries to such a degree as has the Soviet Union. Rough 
measures for the United Kingdom and Western Germany, drawn from 
statistics on gross investment in fixed capital in a recent United Na- 
tions study,® indicate that these two countries representing Europe’s 
largest investment shares in heavy industry, devoted about 47 percent 
and 42 percent, respectively, to the heavy sector of their economies in 


™% Kaplan, Norman M., Capital Formation and Allocation, in Soviet Economic Growth, 
Bergson ed. 

7” Op. cit., p. 80. 

oD. N., BR. C. E. Economic Survey of Europe Since the War, Geneva 1953. Table 26, 
p. 61. 
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1951. This was the largest postwar share for either country and, 
eX luding t he wartime period, appare ntly the k argest since be fore the 
prewar era of stagnation. Nonetheless, it represents only about two 
a of comparable long-term investment in the Soviet Union. By 

ay of further contrast, in 1951 Germany devoted about 13 percent 
of her fixed capit il investment to tr: insport, about 8 percent to agri 
culture, and about 37 percent to other uses which include public serv 
wes and the construction of dwellings. The equivalent proportions 
in the United Kingdom for the same year were 13 percent, 5 percent, 
and 35 percent. The comparisons can be only approximate since the 
underly ne definit 1OnS are not ident ical, either for economic sectors or 
for t\ pes of investment. 
Trends in industrial produ tion 

More accurate comparisons can be made bet weeh product 1oOn heures, 
which permit inferences regarding the direction of Soviet and East 
Kuropean development. Keeping in mind the caveat entered above. 


regional totals of output in some important extractive and manufa 
turing industries are shown for 1928 and 1952 


TABLE 42 Balance of industrial output, Western Europe and the Soviet bloe, 
1928 and 1952' 


1928 v5.2 
\ i factur I 
Western Soviet W er S 
I | bloc Euro} bloc 
Iron Million metric tons R6. 6 1 101.9 t 
e do 42. 2 9. 5 8 1 
‘ ent lo . 23.7 6.6 3.7 4.9 
Coal do 466. 3 127.0 473.8 56. O 
Kl power Billion kilowatts 84, 2 22.7 292 171.9 
Petroleum 4 Million metric tons 2. 1 17.3 7 i) 
{opp rhousand metric ton 60 39 ) BT 
Alu 1 do 110 0.4 412 t) 
Zinn do 166 17¢ 607 24 
Moto hich rhousands 587 58 1817 2 
Practor do : 6 4 263 ) 
Ruth Industrial Expansion | in we tern and Eastern Europe During the Past 25 Year 
Résumé published by United States Info m Service, European Service Center, 1954. For dat 
umers’ goods industries in original, se¢ sanendix ¥, 4 
\iember countries of OF E¢ e, all non-Communist Europe except Spain and Finland 
U.S. 8. R. and the European captive countries 
‘ Includes overseas territories for Western Europe 


In virtually all basic a products, Western Europe still ou 
produces the Soviet bloc, by a substantial margin. The combined out 
put of the Soviet Union and the captive countries ranges from less than 
o0 percent of Western Europe’s production of zinc and cement to 75 
percent of Western Europe’s production of steel and coal. Western 
European production of copper, on the other hand, is substantially 
less than that of the East. The change in these relationships since 1928 
reveals, however, that the lead once held by Western Europe has been 
strikingly reduced. In the following table, these production figures 
are analyzed in three ways: (1) Total Soviet bloc production is shown 
as a percentage of Western Europe’s aggregate for both years; (2) in 
terms of percentage change within each region; and (3) in terms of 
production per capita. 
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PARLE 43.—Percentage comparisons in the balance of industrial output, OBE 
Europe and the Soviet bloc, 1928 and 1952 








Soviet bloc as Production ir 
percent of West creases index Output per 
ern Europe 1928 = 1) 
Pre 
1928 1952 Soviet | Western 7 Soviet | Western 
: bloc Europe blo Europe 
Ire _ } 5 615 118 K tlogran ISU 
mteel 74 184 : 1 
Cement e } —> 1 d aA 
Coal 2 Ox() 02 Tor 9 
Electric pows 9 , A7 S47 | ‘ 
Ww 1 
Petroleun including versea S24 8 304 9 724 - pti a 
territories 
Copper f 413 954 150 io 1.2 $2 
Aluminum 62 375 1o 0). &F is 
Zine 38 4( 137 1:34 Se 8 : 
Motor vehicles 10) 29 922 10 | Porc 
ehic 
Tractor 6 18 312 4. 383 P 8 
1 
Bused on producti figures in table 42 and appendix 
Production figure ded t eviol opulation estim a e 297 million OEF¢ 
countries, 279 mill 
The change from ne vi ‘ tent productior 28 y isa le ndex, Ou 
Was 640 times that of 1928 


Of the 11 industries for which data are given, the Soviet bloe raised 
its volume of output relative to that of Western Europe in all but 
two. Crude petroleum output did not expand as fast as in the over- 
seas territories of Western Europe, and tractor production was also 
relatively lower. As already noted, these favorable factors are more 
than offset by the relative gains in the other basic industries. Gains 
have also been shown in Soviet bloc production of consumers’ goods, 
The record of the past 2 years seems to indicate that the Eastern 
Kuropean countries and the Soviet Union have reduced the lead 
formerly held by Western Europe in the heavy industries by about 
one-half and in the consumers’ goods industries by about one-quarter. 
Relatively greater progress in heavy industrial production within the 
Soviet. bloc confirms its emphasis on expanding industrial capacity. 

The second column of table 43 compares the rapidity of change in 
the two regions. In Western Europe, production of motor vehicles, 
aluminum, and electric power was expanded more than threefold 
over the whole period while no other commodity except cement showed 
more than doubled production ; the output of coal barely eXce eded that 
of 1928. The trends in petroleum and tractor production again ap- 
pear as exceptions to the rule; production of petroleum was 27 times 
that of 1928 and of tractors almost 44 times as great. While motor- 
vehicle production has expanded greatly (over nine times) in the 
Soviet. bloc, most of these vehicles are trucks. None of the extractive 
or metallurgical industries in the Soviet bloc has grown less than three 
times except coal and zine. The production of tractors showed the 
greatest gain, although it fell behind relative to the production of 
OEEC countries. The rapid pace of industrialization in the Soviet 
bloc has not been matched by agriculture or industrial consumers’ 
goods production. 
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Per capita production, as shown in the third column of table 43, 
similarly shows marked superiority in Western Europe, where a 
larger aggregate output is divided among a population 6 percent 

iller than the total for the Soviet Union and the captive countries. 
Cop per production per capita appears to be the only exception to 
this Western predominance. The superior proportion of motor ve- 
hicles to persons in Western Europe includes a large portion of pri- 
vate passenger vehicles, a factor in living standards which has hardly 
begun to be approac hed behind the Iron Curtain. 

Steel, however, is the pace setter of modern industrial economies and 
provides the foundation upon which they rest. 

Nteel in the Soviet Union 

The iron and steel industry of the Soviet Union is located in three 
main producing areas: 

(a) Southern, or the Ukraine and the Donetz Basin (Donbas) ; 

(6) Eastern, comprising the Urals, Siberia, and the Far Eastern 
area: 

) Central, or the area adjacent to Moscow. 

‘| he Ukraine, because of the proximity of Ka iVvol Rog iron ore and 
the Donetz Basin coal center, became the country’s traditional produc- 
tion center. Before World War II," over 60 percent of the coun- 
try’s blast-furnace capacity was concentrated in this area. Dur 
ing the war large steel plants, such as Azovstal and Zaporozhstal (both 
of 1- to 2-million-ton capac ity) were almost completely destroyed. 
Since the war this area’s steel industry has been restored. The em- 
phasis upon further development however, has been shifted to the east 
where output in the 1950’s is estimated to be more than double the 
prewar level. Roughly, equal amounts of pig iron and steel are now 
produced in the south (some 11 million tons in 1951). Considerable 
quantities of pig iron are supplied to the steel industry in the central 
region. 

Che steel industry in the central region is concentrated mainly 
around Moscow (Tula, Gorki) and also at Lipetsk and Stalingrad. 
A smaller center is located in the Leningrad area, Steel furnaces pre- 
dominate, relying mostly on pig iron from other areas and the rela- 
tively plentiful supplies of scrap available locally. This is the densest 
area of the Soviet Union with respect to manufacturing and popu- 
lation. 

Lhe relative contribution of the steel industry in the eastern part of 
the Soviet Union reportedly rose steadily during the fourth D-year 
plan. By 1951 it supplied over 50 percent of the total national output 
of steel compared to 52 percent in 1940. The steel indus stry In this 
region is based on the ore resources of the Urals and on the coking 
coal in the Kuzbas region. Coal production is also substantial in 
Karaganda (Kazakhstan) and the Urals, as is the Kuznetsk iron ore 
production. The largest steel combine of the Soviet Union is located 
at Magnitogorsk close to iron ore deposits. The plant consists of 6 to 
8 blast furnaces (annual capacity about 3 million tons), 30 to 40 open- 
hearth furnaces (annual capacity 2.5 million tons), and rolling mills. 


S\For the prewar (19388) regional distribution of production and consumption, see 
appendix table XIV. 
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Other important iron and steel works in the Urals are located at Serov, 
Nizhny Tagil, and Zlatoust. The Bakalsk combine at Chelyabinsk is 
the largest producer of high-grade steels in the Soviet Union. The 
Stalinsk works (Kuznetsk metallurgical combine) was based orig- 
inally on exchange of local coal for Magnitogorsk ore but now obtains 
about two-thirds of its ore from local mines. The largest mill in op- 
eration in the Far East is the Amurstal metallurgical works at Kom 
somolsk, which reportedly has an annual capacity of 600,000 tons of 
crude steel. 

Two other aspects of the Soviet iron and steel industry deserve 
mention for then spec ial relation to the structure and development 
of the industry unde: conditions of central planning. The first is 
financial and the second is technological, but both had economic reper- 
cussions. Since before the first 5-yéar plan, a policy of price ceilings 
on industrial products, including steel, has been in nek This 
policy of subsidizing low prices to metal consumers has continued with 
brief interruptions to the er ent day. Reforms have been instituted, 
at times, to bring the price system in line with opportunity costs, thus 
making price more closely measure the alternatives sacrificed. The 
Soviets have continued subsidization, nonetheless, as an element in 
their program of rapid industrialization. 

Before World War IT, the optimum size of plant was long unde- 
cided. A fetish had been made of copying American technique, but 
the advice of American experts was not heeded regarding the technical 
limits imposed by Soviet-ore qualities, low-gr ude coke, and the use of 
charcoal among other things. The structure of the American economy 
was misunderstood, and attempts were mi ude to duplicate some char- 
acteristics of the American industry in the totally different Soviet steel 
market and inadequate transport network. The drive for immense, 
integrated works became known as Gigantomania and took a long time 
to be finally set aside in Soviet practice. Clark has summarized the 
position as the Russian willingness “to ignore or underestimate: (1) 
the law of diminishing returns, (2) the cost of tr: ansport ition, and (3) 


the needs and prob ylems of the steel consumers The campaign for 
regional self -sufliciency is intended at least partly to correct the mis- 
takes of | ) but little frat seve yien se to show that systematic correc- 


tions are in bp fanes regarding (1) and (3). 
The West European pattern 

The most important European deposits of iron ore and coal, together 
with the iron and steel industries based on them, are concentrated in a 
comparatively small area of Western Europe which cuts across the 
boundaries of France and Germany. Reserves of ore are concentrated 
largely in Lorraine and of coal principally in the Ruhr and the Saar 
regions. In terms of capacity, the steel industry is second only to that 
of the United States: about 70 million metric tons in 1953 compared 
to 38 million for the Soviet Union and about 107 million (flow-basis) 
for the United States. 

Chart ITI indicates the importance of these deposits, now under the 
six-nation coal and steel pool known as the Schuman plan, in the con- 
text of world production including that of the Soviet bloc. 





8% Clark, M. Gardner, Studies in the Soviet Iron and Steel Industry, 1954, unpublished. 
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None of the countries of the Coal and Steel Community (France, 
Germany, Italy, and the Benelux nations) is fully self-sufficient in 
coal, iron ore, or steel. Germany, normally the largest coal and 
steel producer of the group, imports more than half of its iron ore. 
France, a large producer of iron ore, imports a third of her coal and 
half of her coke. Belgium-Luxembourg exports steel but depends 
upon imports for both iron ore and coke. Italy and the Netherlands 
are importers of coal, iron ore, and steel. 

A common market in the Coal and Steel Community countries was 
established for coal, iron ore, scrap, and steel in the first half of 
1953. The principal measures taken by the high authority of the 
Coal and Steel Community on its founding were the abolition of 
double-pricing and price-discrimination generally, the elimination of 
subsidies on transport of steel and steelmaking raw materials, and the 
abolition of tariffs and quantitative restrictions between countries of 
the community. Eventually it is hoped to modernize and rationalize 
production in all the countries of the community, allowing competi- 
tion to concentrate production in the low-cost works. Expansion of 
production is a matter left to the owners in the various countries while 
the high authority’s plans are concentrated on removing obstructions 
to exchange and, until recently, bottlenecks in the supply of raw mate- 
rials, especially coking coal and iron ore. 

Steel production 

The rapid increase in output of the Soviet iron and steel industry 
is its most striking phenomenon. Overall steel production (in crude 
steel equivalent) in 1953, as compared with 1929, 1949, and 1952, is 
shown in table 44. Figures of anticipated production for 1960 are in- 
cluded and should be treated with considerable reserve.*’ The year 
1949 was selected for purposes of comparison as a year of high activity 
before the Korean boom. 

For the countries constituting the European Coal and Steel Com 
munity (ECSC) there has been little advance over the earliest year 
shown, and recently a downward trend was indicated. The steel in 
dustries in Coal and Steel Community countries showed a decrease 
when comparing 1952 and 1953, and the expansion which had been 
progressive since the war came to an end. The short fall between 
actual and anticipated production was considerable in Federal Ger 
many, France and the Saar, and Belgium and Luxembourg. Unless 
there is a sharp upward trend in the market in the near future, 
the attainment of the 1960 planned figures will be difficult. As a 
result of the slackening of demand for steel in these countries, works 
are no longer operating at capacity. 

In the United Kingdom and the United States there was a steady 
increase in steel production along with the installation of large new 
capacities. Anticipated production was reached in the United King 
dom in 1953, but in the United States production was a little below 
advance estimates. Smaller Western European producers, including 
the Netherlands, increased their production although the figures 
planned were not always attained. 





8 Earlier reference to Western Europe applied to the member countries of OEEC. The 
discussion is somewhat broadened from this point on to include Spain, Finland, and Yugo 
slavia among the small producers and consumers 
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rABLE 44 Production of crude steel, by re gions, 1929, 1949, 1952, 1958, and 1960 
(planned ) 


" 


[Thousand metric tons] 


Actual Anticipated 
1929 1949 1952 1953 1953 1960 
Vester rope 
Coal-steel Community ! 235, 656 28, 686 $1, 816 39. 661 46, 550 56, 000 
Other 212. 251 19, 664 21 7 23, 067 23, 455 28, 550 
Pot 2 47. 907 48, 350 63, 373 62, 717 70, 005 84, 550 
4 2 5, 564 6, 976 10, 747 12, 350 12. 850 16, 950 
let Unior 5, 003 23, 300 34, 50K 38, 000 38, OOO 60, OOO 
Total, So t bl 210. 567 30. 276 45, 247 50, 350 50. SAC 76. 950 
J ipared w I 
i Ww r Ye (percent 1) @ 7 2 7 91 
a 742 84 " 8. OO 117. 000 
I ( 243 118, 092 47, 884 7 178 201 () 
P W 
) 10 ( 3) l 1g 38 
in G Fed lI Belgiu Luxemt Net s 
I ! i y r rl i K 
t ( Hungar Pol Ru 
t t 1 ) } 
] e, M | A Key t 
i bet en an ( ) l ul l 
I ri basi ‘ 1 ( i I 
I l ( n i 
} I n 19. 
gures would ive to be re l l tho n orrespondam mour for other yeirs to be 
‘E, The European Steel Market in 1 } va, J lary 1954 


The increase in steel] production which has characterized the Soviet 
Union and East Kuropean countries since the end of the war was con- 
tinued in 1953. On the basis of current reports it would appear that 
in the Soviet Union, Czechoslovakia, and Yugoslavia (included in 
Western Europe in table 44) the planned figures are likely to have been 
attained but that in Poland, East Germany, Hungary, and Rumania, 
production was slightly below the planned figures. 

The chart in the summary chapter on steel demonstrates that crude 
steel output in the Soviet Union has remained about 40 years behind 
the United States and leading West Kuropean producers over the 
whole period of growth since 1920, 

A potential danger in the presentation of regional comparisons 
such as these is demonstrated by what would happen if we drop 
the implicit assumption that present international alinements 
will continue. Were the United States to stand alone against 
a Communist world which contained all Europe and the Soviet Union, 
its 1953 production of 102 million metric tons of crude steel would 
be outweighed by the Communist 113 million metric tons. Our 
theoretical capacity (112.7 million metric tons at January 1, 1954) 
would, however, be equal to that production total. By 1960, ignoring 
the changes in policy and effort that would obviously take place, our 
anticipated production of 117 million metric tons would be faced by 
a combined production of 161.5 million metric tons. That is to say, 
our production now would equal 90 percent of the combined output 
of our opponents and in 1960 only 72 percent. 
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To reverse the imaginary combination of regions, restoration of 
the captive countries to the status of European countries would give 
all Europe a present level of 75 million metric tons steel production 
and in 1960, assuming present plans for heavy industry were retained, 
a combined capacity of 101.5 million metric tons. On this basis, the 
Soviet Union alone would now have only 51 percent of all-European 
output and in 1960 still only 59 percent. The relation of the Soviet 
Union to a combination of Europe and the United States would be, 
even more unfavorable to her: a 1953 production equal to 21 percent 
of the West and still only 27 percent in 1960. Other combinations 
clearly are possible and more probable than the sweeping realine- 
ments imagined, but there is not much point in speculating along these 
lines. 


° pt ae. g : . 
Production oT pig ~ron nd finished steel 


In the chain of conversion from ore and fuels to finished steel 
products, basic iron (pig iron) production precedes the production of 
steel. The degree to which the production of steel and steel prod icts 
is dependent upon pig-iron output can be said to vary inversely with 
the availability of scrap. Its importance in the Soviet Union is 
measured by comparing the production figures in table 45 with 
those of table 44 (or reference tables in the appendix ). Thus it ean be 
seen that the rates of growth have been closelv allied. In the western 
iron and steel industries, steel production has fluctuated in oreater in- 
dependence of pig-iron output. Shimkin states ** that t] 
iron and ferroalloys produced by the Soviet Union in 1937 was 
percent of the country’s entire mineral output excluding precious 
metals; the corresponding ratio for the United States in the same year 
was 18 percent. 


1 
ie Value oT pig’ 


TABLE 45 Production of pig iron and blast-furnace erroallous, by regions 





m 
1 Cor I ‘ ~” 
ntr 2 2 
Total 8 f 7 
Soviet bloc Me 
Eastern Europe 2 2.9 { 5.8 7.5 
Soviet Union 14. f f 25. 2 2 
Total 2 0 
Production in Soviet bloc compared with production 
in Western Europe (percent . . 1 
United States 19. 0 10.2 g 68.8 
Total West (excluding Canad f s 
Production in Soviet blo mpared with p1 


in the] West (percent i ; O4 99 





1 Data for prewar years not available for 1929 he average of 1936-38 f 
normal” production before the outbreak var 

2? Excludes Albania and Bul 

3 1938. 

Sources: Western Europe U. N., ECE, The European Steel M uppe t XIV East- 
ern Europe, U. N., ECE, Quarter 3 S tist NO. 2 $ 


the Soviet Union, Clark, Gardner 
appendix Ve). U.S. A., U.N., 








% Shimkin, D. B., op. cit. 
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The percentage relationships between the regions surveyed re veal 
a trend almost the same as that seen to apply for steel. The 
Soviet Union and the European satellites gained almost as fast in pig- 
iron production (75 percent of Western Europe’s total in 1953), 
as they did in steel (80 percent in 1953). But again we see that 
addition of the United States to the Western total lowers the relation- 
ship of the East to only around 30 percent of Western output, a rela- 
tionship that does not seem to have changed much since before the 
war. 

Following the crude-steel stage in the chain of conversion is its 
modification into usable form, Some are end-use items, such as bars 
and rails for railroads, while others require further processing, such 
as wire rods to be drawn into wire and strips, p lates or sheets which 
require shi aping before final use. As in crude steel and pig-iron pro- 
duction, the Soviet Union and the captive countries are catching up In 
output of hot-worked products, having together achieved 76 percent of 
the Western European total for 1953. Though no total for Western 
Europe and the United States is shown, the results would be generally 
the same as for other ferrous products. The inclusion of United 
States production again would show production in the Soviet bloc to 
be much smaller, and growing little, if any, faster, than the West. 


TABLE 46.—Production of finished steel, by regions, 1951-53 


| Million metric tons] 


1951 452 ) 
West Kurop 16, 2 19.6 19 
Coal-steel community countries 29. 8 $2.4 3] 
Soviet bl 29 33.6 37.2 
SOV Union 23.9 8 29 
Captive Europ 5.9 % > 
Soviet blo Western Europe (percent 4.5 
Includes hot-worked products consisting of hot-rolled products, steel castin and forging 
for sa Soviet Union ‘rolled metal 
1953 figures include production for last quarter of 1952 and first 3 quarters of 1953 
§ Excludes Albania and Bulgar 
Sour Western Europe, including the ECSC, Economic Survey of Europe in 1953, 1954, (et ‘ 
XI, Soviet Union, Clark, M. Gardner (see appendix table XIV Captive countric Kaste 
UL. N. Quarterly Bulletin of Steel Statistics for Europe, vol. V, No. 2, June 1954 


Production ¢ apa ities 

In the Soviet Union, the growth of steelmaking capacity has been a 
prime concern of the planning authorities. Investment since the war, 
though obscured by the difficulties surrounding interpretation of ruble 
values, seems to have multiplied almost threefold. Though not all 
investment goes into equipment, the growth of Soviet manufacture of 
a equipment reflects the drive to expand production (see 
table 


TABLE 47 Estimated growth of Soviet manufacture of metallurgical equipment, 
1928-50 and 1955 (plan) 


Year: Tons | Year—Continued Tons 
1927-28 0 | 1948 sicditmeseacecee sc a 
1940__-.- aeueien 27, 800 | 1950 " coal ~~ 115, 000 
1947 . 46,000! 1955 plan ee, 


poeaee Clark, Gardner M., Studies in the Soviet Iron and Steel Industry, 1954 Un- 
published 
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Professor Clark finds a relatively slow increase in the growth of 
equipment production from 1944 to 1947 which he surmises was par- 
tially due to contracting out to capitalist countries. The trade restrie- 
tions since imposed probably sparked the doubled output from 1947 to 
1948, and the “Russians are now able to equip the r: apid expansion of 
their iron and steel industry without any help from the outside world.” 

Western Europe has not been idle during the postwar period. ‘The 
coordination of investments through regional economic organiza- 
tions has been an important aspect of the efforts to restore and expand 
production capacity. The OKEC ® reported that the increase in steel 
capacity expected over the period 1952-56 and resulting from all the 
projects submitted by the three main manufacturing countries was: 


Thousand 
metric tons 


Germany 2, 430 
France - 75D 
United Kingdom 1, GOS 

Total 5 4, 703 


i, e., nearly 5 million tons out of a total of 6.2 million tons for all OLEC 
countries combined. 

The European Coal and Steel Community also takes part in coor- 
dinating national plans for those industries in which it has a mandate. 
Investment *° for the six member countries over the period 1949-52 has 
been about. $1,960 million in coal mining (including the p rovision of 
housing for miners) and about $1,570 million in steel works. Provi 
sional production targets for 1957-58 of 47 to 50 million tons of steel 
and 275 to 285 million tons of coal represent increases of 6 to 8 million 
tons of steel and of 15 to 35 million tons of coal over the next 4 or 5 
years. It is expected that the increase in steel production will come 
from modernization and rationalization of existing plant. No exten 
sive new installations are planned. There is even some fear that excess 


capacity already exists for flat products. Coking coal producti on, 
ine ‘luding oT ades of coal not pre ‘viously regi ane as suitable for Fea al 
lurgical coke, is to be increased by 20 to 22 million tons a year. Capac- 


ity of the coking plants is to be increased by 9 to 10 million tons a 
year, and changes are to be made to permit the use of the new lower 
grades of coking coal. Extensive modernization of ore mines is to 
raise production from 65 to 80 million tons a year. ‘These develop 
souiaiaan Sibi eo hediien increased investment in miners’ housing, 
for which a target of 40,000 new and of 60,000 improved houses has 
been set. 

The extent to which capacity is used in the West depends on the 
uncertainties of demand. Loss of overseas markets for unfinished 
steel, cyclical business trends, and the unpredictability of military 
needs have caused European producers much concern. Coordination 
of investment and lowering of barriers between European markets 
have been cited to indicate how the elements of unpredictability are 
being faced. 


® OBREC at Work for Europe, Paris 1954, p. 71 
% Data from Driscol, J., Early Days in Schumania The Journal of Industrial 
Beonomies, April 1954. 
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In the Soviet world the problem is theoretically much simpler. The 
authorities simply prescribe that capacity will be extended as fast as 
possible and then be used to its fullest. In practice this has not always 
worked out. 

In the Soviet Union, the use of steelmaking capacity has been 
handicapped by administrative folly, such as “Gigantomania,” and 
poor technological practices. High furnace heats, badly prepared 
(though inherently excellent) refractories, ashy cokes, and unskilled 
workmen limited prewar utilization in Soviet mills. According to 


Shimkin,*? 1937 production of pig iron reached only 88 percent of 
nominal capacity, steel output only 86 percent of capacity, and rolled 
iron and steel products about 75 percent of capacity. At the end of 


World War LI, the Soviet Union set out to improve its standards of 
operation in ferrous metallurgy and simultaneously install a large 
increase in capacity. Extension of existing works was to be the pat- 
tern, rather than establishment of large new centers. Though many 
of the technical improvements were instituted during the fourth 5- 
year plan, building lagged, and 1950 capacity is estimated to have 
exceeded that of 1937 by only 10 or 15 percent. For all practical pur- 
poses, production in recent years has equaled capacity. ‘Though 
Soviet nominal capacity is not calculated on the same basis as United 
States data, our 1953 capacity to produce 113 million metric tons of 
steel clearly overshadows the Soviet capabilities even should they ex- 
ceed 1953’s production of about 38 million metric tons. 

Productivity in the mills has been a long-standing problem in the 
Soviet Union because of the original lack of an industrial labor force. 
Lately greater advances have been recorded; perhaps as much as a 31 
percent rise in iron and steel output per man between 1940 and 1950.°* 
The prewar level we about 52 percent of labor productivity in United 
States steel mills. Capital equipment produc sivity is, however, the 
more significant measure 1n capiti al-secarce Russia. The productivity 
of Soviet blast furnaces and open-hearth furnaces is said to be higher 
than our own,” but the productivity of these furnaces per worker is 
much less. 

Steel « onsumption 

Measures of per capita consumption of steel reflect fairly accurately 
the stage of industrialization, and to some degree the standard of liv- 
ing, characteristic of the regions to which they apply. In Western 
Europe per capita consumption in the Coal and Steel Community 
countries in 1953 stood at 195 kilograms while the other countries con- 
sumed 143 kilograms per capita, yielding a Western E uropean average 

of 169 kilograms per head. In 1953 the captive countries of Eastern 
Baroge, taken as a whole, consumed 141 kilograms per capita which 
was much below the Soviet figure of 187 kilograms, partly due to 
Soviet imports from the captive countries. The Soviet bloc average 
was about 171 kilograms per capita. None of these apparent con- 
sumption averages comes near the United States standard of 634 kilo- 
grams per capita consumed. Sweden and the United Kingdom came 
closest with levels of 306 and 323 kilograms, respectively, in 1953. 


Shimkin, D. B., Minerals: A Key to Soviet Power, Harvard University Press, 1953, 
especially pp. 37-38 
SS Galenson Walter Industrial Labor Productivity in Soviet Economic Growth 
Bergson, edition 


* Clark, M. Gardner, op. cit., pp. 223-224 





A aE ltd Neha 


TRENDS IN ECONOMIC GROWTH 145 


During a period of almost a quarter of a century, proportionately 
the most rapid rate of increase has been in the Soviet Union. Table 48 
compares apparent consumption in 1953 in actual tonnages and 
per capita to the 1929 standard for the same groups of countries used 
earlier. 


TABLE 48.—Indeces of apparent consumption of steel; European Coal and Steel 
Community, other West Europe, Eastern Europe, Soviet Union, and the United 
States, 1929 and 1958 


Index: 1929=100 


Apparent consumption 


Country 
Actual 
tonnages 


Independent Europe 
Coal-Steel communities 
Others 

Total. 


Q 109 111 


124 


Soviet bloc: 
Oaptive countries 
Soviet Union 


614 760 


~ bo 


United States 191 14¢ 178 


Source: U. N., ECE, The European Steel Market in 1953, Geneva, January 1954 ee appendix table 
XIV). 

It should be remembered that the level of steei production and 
consumption in the Soviet Union at the beginning of this period was 
extremely low, and steel consumption per head is still considerably 
less than in the major producing countries of Western Europe. As 
can be seen from the chart in the summary chapter on steel produc- 
tion (which can be considered as a fairly good guide to the trend of 
consumption over a long period), consumption has increased in the 
Soviet Union only slightly faster during this period than was the case 
in Western Europe and the United States during a comparable period 
of rapid industrial expansion. On the other hand, the proport ion of 
steel output which the Soviets can devote to governmental purposes 
will probably remain much higher than in the West where consumers’ 
durable goods take a large fraction of output even during time of 
war. The classic case of Japan during World War II shows that 
governmental control of even a small steel industry can offset, at 
least temporarily, a much larger industry in countries where private 
consumption tends to retain its importance. 

It has been and continues to be characteristic of the Soviet industry 
that other heavy industries predominate among its customers; the 
railroads, construction, the oil-producing and transporting concerns 
and the machine-building industry. The bulk of ordinary rolled 
steel is consumed by the transport and construction branches while 
the so-called quality grade is devoted almost entirely to the manu- 
facture of machinery and munitions. 

One other important aspect of Soviet steel consumption trends is 
the change from that of heavy importer before World War II to 
that of self-sufficiency or even slight net exporter. This change was 
especially pronounced for the ferroalloys. Electric ferroalloys are 
produced to fill Soviet needs for high grades, but considerable depend- 
ence is placed on ferroalloys from blast furnaces (mostly low-grade 
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ferrosilicons and ferromanganese) for ordinary purposes. The ratio 
ot imports to consumption of all ferroalloys fell from 97 percent 
in 1929-30 to 46 percent by 1932, 14 percent by 1934, and only 2 
percent by 1936. Trade between the Soviet Union and captive 
countries is more fully treated elsewhere and the question of pros- 
pective trade trends is also discussed there. 

Consumption and demand form the core of the set of problems 
faced by European producers. The loss of overseas markets has been 
mentioned. East-West trade is not at present ot major quantitative 
significance, although there seem to be signs of a slight, probably tem- 
porary, increase. Considerable concern is felt over the obstacles to 
vrowth of domestic demand for steel, although it is felt that establish- 
ment of the common market of ECSC and the moves toward rationali 
zation of the price structure are constructive steps toward the removal 
of these obstacles. Essentially, the solution of the proble m seems to 
lie in the matching of capacity to produce with prospective demand. 
In 1949 an ECE study was made which forecast that capacity would 
exceed aia by 8 or 9 million tons by L958. © omparison of the 
p ylanned and actual production figures in table 44 indicates that the 
expectation was not f iv wrong. Now, fortunately, there is a prospect 
of growing investment coordination among steel producers through 
ECSC. The High Authority is subject to a limitation of power, how 
ever, in that there is little it ean do itself to stimulate demand for 
teel by the steel-consuming industries. Though the data av: — 
for ~— consumption by end use is not comp ylete or detailed, it does 
appea ‘that in the lone run the outlook for ine reasing’ ‘adidan steel 
aaaaeds and therefore consumption, is much better than for direct 
steel exports. 


/ 
laf 


serves of raw materials 

During the period immediately following the war, steel production 
1h both Western and astern Murope Was hampered by scarcity of 
raw materials. The scarcity of coke led to shifts in raw-material 
consumption, so that more scrap and less coke and ore had to be used 
per ton of steel than before the war. A number of countries which 
produce neither ore nor coking coal inst: alled or enlarged steel indus- 
tries. ‘They, therefore, ceased to be exporters of scrap and even became 
importers. The situation was somewhat aggravated by United States 
unports of European scrap. A pronounced shift to iron ore depend 
ence was expected in view of what was thought to be a permanent 
condition of scrap shortage. This would have meant higher require- 
ments for coke. 

In brief, the postwar shortages of raw materials in Western Europe 
are a thing of the past, Rich ore sup »plies, partic ul: rly from Sweden, 
have recently been greater than consumption. The lean ores are 
under the immediate control of the producers, and no difficulty of 
supply seems to exist. Coke supplies have also recently been suflicient 
to meet demand, although the drop in production of pig iron from 
1952 to 1955 contributed part of the easing of the situation. Most 
kinds of serap are plentiful, even to allow some increase in exports, 
but the pig-iron-to-serap ratio of West European furnaces has been 
changing as a result of the predictions of permanent scrap shortage. 
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There are large reserves of iron ore distributed over many countries 
but Kuropean mining, measured in metal content, has remained vir- 
tually constant over the last four decades. Output of the rich Swed 
ish ore is ee althou; gh rather slowly, and so is the mining of 
very lean ores in Feder: al German y. In most other countries produc 
tion is about the same as, or below, the prewar level. The long-term 
decline in production of rich Spanish ores has been particul: arly creat. 
This, together with the decline in production in the “minette” region 
of France and Luxembourg. caused postwar qualms concerning ore 
supplies. As mentioned, the threat of an iron-ore bottleneck in Euro 
pean steelmaking has passed and the industry’s problems now revolve 
around sufficiency of demand. 


The ore shortage is permanently acute n Kastern Kurop e, and raw 
materials requirement since the exhaustion of war scrap depends 
mainly on ore imports from the Ukraine and Sweden. Table 49 
indicates comparative degre s of self-sufficien Vv for iron ore for 


selected years. 


TABLE 49. Production of iron ore (metal content) as percentage of crude steel 
output, by regions, 1929, 1937, and 1951 
\ 

W rm Eu 

Eastern I 

Soviet Union - 

| ed 8 

Source: U. N., ECE, Econon 1 Eur 7 


Western Kurope showed ul declining clegre of self sufficiency ip to 
1951 which has been partly met by increased production, partly by 
improved supplies of scrap and a residual made up by increasing 
ore imports, ine luding those from uropean overseas territories. The 
United States, facing dep yletion of high erade ore in the great Mesabi 
Range, has access to rich Canadian cleposits and is opening new over- 
seas deposits as well. The Soviet Union is most nearly self-reliant for 
ore but is least well supplied with scrap among the big producers. 


( 
] 
l 


Probable iron-ore reserves in the Soviet Union have been estimated 
at 4,500 million metric tons, 3,100 million tons of which are in the 
eastern region (1.700 million in the Krivoi Rog region and 1,400 mil- 
lion in Kerch) and the remainder, 1.400 million tons, in the Soviet 
Far East. 

Krivoi Rog, in the Ukrainian S. S. R., is the source of one of the 
most important deposits, not only because of the quality of its ore 
but also by virtue of its location ‘in the neighborhood of the Donetz 
coal basin. Martite, magnesite, red and brown ore are the principal 
types of rich ore found in the deposit. Martite, which represents 1D 
percent of the production, averages about 63 percent iron content. 
Krivoi Rog produced o4 percent or more of the Soviet output in 1940 
and is still the main source of ore. It pro\ ided the basie ore supply 
for the south and supplementary supplies for the central region as well 
as supplying almost all prewar exports. ‘The same is true of present 
exports, and it now must provide for the satellite mills in Eastern 


SS T67 55 1 
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Europe as well. The progressive worsening of Krivoi Rog ore has 
been a compelling reason to prospect and develop new iron and steel 
centers outside of the south. Local ores are being increasingly sub- 
stituted in other areas, and Soviet technicians are doing intensive work 
to lower costs and improve quality under the handicaps of poorer 
local ores and increasingly diminished supplies of good coking coal. 

The Kerch deposit in the Crimea contains mainly limonite with 
from 38 to 48 percent iron content. Production amounted to 800,000 
metric tons in 1938, or 2.9 percent of the country’s total output. The 
mines suffered great damage during the war but have apparently been 
rehabilitated, and now exceed their prewar output. 

Another important producer is the principal deposit of the Ural 
basin at Mount Magnitnaya (Magnitogorsk). The ore, mainly mag- 
netite, contains about 56 percent iron. The 1938 production in the 
Urals was about 7.9 million tons, or 29.2 percent of the total. With 
the development of steel production in the east of the Soviet Union, 
mining in this region increased considerably, and production of pig 
iron reached 44 percent of total production in 1951. 

Although averages of iron content for numerous deposits which 
vary widely in the makeup of their ore may be somewhat misleading, 
a comparison between the producer nations of this survey will give 
a rough idea of the relative richness of home supplies. 


TABLE 50.—Metal content of home-produced iron ore (percent iron) 







France__-- iain sihesedaneitisaliag a eiieten — 48 
Sweden___- eee eee 61 | Czechoslovakia_____ sitimaka 34 
United Kingdom___--___- - 80 | Soviet Union—- _. 45-65 
Western Germany_-_---_--- ___. 27-80] United States tas a 50 
aU iii acensnienensascdhin nie 30 


Source: United Nations Economic Commission for Europe, Economic Survey of Europe 
Since the War, Geneva, 1953. 


The Soviet Union appears to have richer deposits than any other 
producer. This is at least partly because the richest deposits have 
been utilized until recently and, therefore, have entered technical 
literature. It is known that the Soviet Union is using more and more 
poor ore, 

It should be noted that the Soviet Union claims enormous iron-ore 
resources, but that actual measured and usable reserves, while large, are 
a small fraction of these claims. The poverty of Eastern Europe in 
known reserves of iron ore stands in strong contrast to the greater 
resources of Manchuria and North Korea on the other side of the 
Soviet orbit. The Soviet Union has plans parallel to those of the 
United States for extension and development of further ore supplies. 
Our producers have the advantage of comparatively cheap long lomte 
by water from the new ore fields in Labrador, Liberia, and Venezuela 
while the Soviet ironmasters must contend not only with overland 
haulage but the typical separation by great distance between Russian 
ore and Cc ‘oal. 

The Soviet Union is one of the most important producers of man- 
ganese ore and accounted for 52 ae of total world production 
before the war. Output was estimated at 3.9 million tons in 1950 and 
1.6 million tons in 1951. A greater seagate of manganese is con- 
sumed per ton of iron produced in the Soviet Union than elsewhere. 
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It serves both as a substitute for the more expensive hardening ele 
ments and is used also to counteract the high sulfur content of coke 
in the blast-furnace charge. 

Because the nation is industrially young, the Soviet steel industry 
ordinarily consumes relatively little scrap. It lacks a large supply of 
obsolete capital equipment, which in the United States provides about 
half the scrap consumed by the steel industry. In the Soviet Union the 
corresponding share is closer to one-fifth. ‘The captive countries, 
making some reservation for Czechoslovakia’s established manufae- 
turing industries, have even smaller sources of domestic scrap. Fur- 
thermore, none of these countries has the highly developed system of 
collection and marketing for scrap which is integral to the United 
States industry. The United States, the United Kingdom, and Ger- 
many all have in the neighborhood of four times as big a scrap fund 
in relation to the demand for it as does the Soviet Union. 


The outlook 


No area included in the survey seems in danger of exhausting the 
supplies on which it depends for iron and steel production. The 
problem is rather that of going continually farther afield from existing 
centers of production to find them. 

The producing countries of the NATO alliance will together main 
tain a sizable lead in capacity to produce iron and steel in the fore- 
seeable future. They have the plant, the ability continually to im- 
prove it and to expand it more or less at will, the reserves of material, 
and trained labor forces to meet most possible future demands. The 
producers of Western Europe face the problems of falling demand 
since fundamental postwar reconstruction has been completed while 
overseas markets have lost their former significance. Excess capac- 
ity for steel, and especially for flat products, is thought by some 
already to exist. United States critiques also center on the problem 
of demand with considerable attention paid to the role of Govern- 
ment spending. 

In Europe, the creation of the Coal and Steel Community has led 
toa common market, and a move has been made toward the rationaliza- 
tion of the general price structure. Moreover, there is a prospect of 
growing investment coordination among steel producers. The ECSC 
can do little, however, to stimulate demand for steel by the steel-con- 
suming industries. East-West trade is not of major significance al- 
though there are signs of a slight increase. In the long run, the out- 
look for increasing indirect steel exports is much better than for direct 
steel exports. Thus, the home steel-consuming industries must be 
encouraged to provide a stable and expanding market for European 
steel. 

In the Soviet Union, the present trend in steel ingot production 
should make possible the fulfillment of the 1955 plan and the Stalin 
goal, now usually described as the aim for 1960.% Continued high in- 
vestment is to be expected but continued expansion depends to a large 
extent on improved ore preparation and flow of raw materials. There 
are other needs which revolve about the problems of blast furnace and 
steel furnace productivity per worker. Attainment of Soviet goals 


* Clark, M. Gardner, op. cit. 
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depend also on edlue: ation and tr: Uning ot pers sonnel as well as the vol- 
ume of « apiti al resources allocated for investment in the iron and steel 
mndustry. Discovery and development of new deposits will be re- 


quired to offset the worsening qui lity of Soviet coking coal and iron 
ore supplies. 

It seems that the long-run prospects for continued rapid expansion 
of the Soviet industrial labor force are good. It has been suggested 
that if the need a irose, the Soviet | nion might be able to draw on the 
unlimited labor supply of its Chinese allies. The input of capital 
per unit of output seems bound to increase given the necessity to 
resort to continually lower grade and more widely dispersed raw 
materials. This, with other factors, will tend to bring about the eco- 
home phenomenon usually follow) Ing a pel iod of rapid erowth in any 
industry, flattening of the production curve. The levels at which iron 
and steel production will flatten out in countries with rapidly growing 

ilustries is not foreseeable but there seems no reason to doubt con- 
tinued Western supremacy as long as the United States maintains its 
economic dynamism. 


FE. Power Rrsources 


Energy consumption (excluding animate energy and bunker fuels) 
in all of Europe in 1950 amounted to about one-fourth the total used 
by the whole world. The Soviet Union in the same year used about 
one-eighth the world total and the United States and Canada together 
accounted for about two-fifths of the world total. In terms of coal 
equivalent, energy consumption in Europe in that year was 4 mil- 
lion tons. In the Soviet Union it was 396 million tons, and in North 
America 1.3 billion tons. On a per capita basis it perecerend to 2.14 
tons per person in Europe; 1.98 tons in the Soviet Union, and 8 tons 
in the United States and Canada. Per capita consumption of energy 
from commercial sources (see table 51) issomewhat lower, particularly 
in the areas less industrially developed. 

Total energy available in captive Europe, both before and since the 
war, has been about one-third that available in independent Europe. 
With the Soviet Union supply added, the eastern bloc had about three- 
fourths as much as independent I ae — has been, and continues 
to be, the major source of power in all areas under discussion. The 
importance of petroleum and nieeita) vas in the United States and 
Canada has been unequaled elsewhere (table 51). 

Even the electricity produced was predominantly dependent on 
thermal rather than hydro sources, and coal was by far the most 
important powerplant fuel (table 52), 

Fuels, with the exception of petroleum, do not play much of a direct 
role in interregional trade. In 1950, ete accounted for only 8.4 
percent of all fuel and power consumed in Europe, 4.6 percent in 


) 


northern America, and 3 percent in the Soviet Union. 
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TABLE 51.—NSources of commercial enerau, by regions, 1937 and 1950 
MM n met tor iv 
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Looking forward, one student ol the energy problem has pointed 


out that during the period LS60—-1L910, world energy consumption 
expanded, with, remarkable consistency, at the rate of 4.5 percent per 
annum. Between 1910 and 1950 the rate of increase declined to only 
2 percent per annum. Allowing for an intermediate rate of increase, 
together with some other assumptions which seem reasonable, it is 
estimated that energy requirements in 1980 would be about as follows 
(in million tons coal equivalent) : Europe, 2,080; Soviet Union, 1,150; 
Northern America, 3,570; others have regarded these estimates, par- 
ticularly that for Europe, as too high. Projections published by the 
Paley Commission indicate an energy consumption in Western Europe 
In 1975 of 950,000,000 metric tons, coal equivalent. (See the Pres 
dent’s Materials Policy Commission, vol. LIT, 1952. pp. 29-50. ) 


With regard to problems pee uliar to Kurope, he Says: 


In Europe for example, a serious pote il problem of energy supply is indi- 
ated by the difficulties experienced during the postwar period in meeting even 
urrent energy requirements. With requirements at the 2 billion ton level fore- 
seen in 1980, these proMlems would be vastly increased. For although Europe 





can increase its output of lignite, waterpower, natural gas and even noncommer 
Clal fuels, supplies of energy from all these sources combined are not likely to 
exceed 400 to 500 million tons coal equivalent per annutr Kiven if consumption 
of oil should rise to 400 million tons per annum (equivalent to G00 million tons of 
coal) about a billion tons of coal would still be needed to satisfy the balance of 
Lurope’s energy requirements 

There is some question as to whethe sO large quantity of coal could be 
obtained economically. Europe is already experiencing serious difficulty in try 

ig to cover its coal requirements at the 600 million ton level, even though its 
coal resources are large. And costs of coal production, already high, may be 


expected to increase as mines deepen and wages rise 


iuction 


Not only heavy industry, but also, transportation and the pro 
of consumer goods depends, directly or indirectly, upon inanimate en- 
ergy. It may not be so commonly appre inted that much of the oreater 
productive efliciency being sought in many agricultural economies is 
closely tied to gasoline and fuel oil and that much of the better life 
and greater productivity that is coming slowly to rural villages is de- 
pendent on electricity. 


*Guyol, N. B., 
Meeting No. 20, 54 
“ Tbid., p. 18. 
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Whether the planned development of industry in the captive coun- 
tries of Eastern Europe can be achieved depends much on fuel and 
power resources of this area. These resources must provide the energy 
for local development as well as meet the export quotas to the Soviet 
Union. 

Theoretically, a large increase in the output of fuel and power is feasible. 
The mid-European captive area possesses considerable wealth in sources of fuel 
and power, a great part of which has not been fully exploited. Among these 
resources, the great Silesian coal field, now shared by Poland and Czechoslovakia, 
with its reserves equal to, if not larger than, those of the Ruhr Basin in Germany, 
is undoubtedly the most important. The area also possesses enormous reserves 
of lignite in Kastern Germany and Bohemia, petroleum in Rumania, Albania, and 
the Soviet Zone of Austria, and considerable waterpower in the basin of the 
Danube, the Vistula, and the Balkan Rivers. Because of its coal, lignite and 
waterpower, the area is already producing much electric power and is capable 
of producing in the near future twice or even three times as much, thus reaching 
the Western European level of production. 

Practically, however, the implementation of the vast program is meeting with 
many difficulties and will meet with more in the future.” 

Relevant to this major problem of whether the usual sources will 
be developed rapidly enough to meet emerging demands is the ques- 
tion of whether applications of atomic power in the industrial field 
may soon make the above considerations of other fuels and energy 
more or less moot. At present there can be no satisfactory answer to 
this imponderable, only guesses and forecasts based, very probably, 
on inadequate information. For what it may be worth, geological 
evidence, direct and postulated on general but basic stratigraphic and 
mineralogical knowledge, indicates that the probable basic atomic 
resources are more abundant, perhaps much more abundant, in the 
free world. Another bit of information suggests that the present pro- 
gram is moving forward more rapidly in the free world. In the 
United States in 1953 some 30 billion kilowatt-hours of electric power 
were utilized by the AEC—an amount which would have been 
equivalent, roughly, to one-fourth of all the electric power available 
in the Soviet Union in that year. 


1. PETROLEUM AND NATURAL GAS 


In recent years petroleum has been the most versatile, and most 
sought after, of the fuel resources. Western and Mediterranean 
Europe have almost no producing petroleum resources. To be sure, 
a recent discovery in the Landes area in the southwestern part of 
France involved a gusher producing about 3,800 barrels per day, 
which has increased the total production of France by more than 50 
percent.** Thus independent Europe must seemingly depend upon 
imports for the indefinite future. In 1953 they are indicated as con- 
trolling the production of 95 million tons overseas. Such control, 
however, considering the major source area, is uncertain in times of 
international tension. (See pt. IIT: Staff Paper L—Petroleum and 
the Middle East. ) 

The Soviet Union, on the other hand, is the third largest petroleum 
producer in the world today. Production of petroleum by the Soviet 


*% Wszelaki, Jan. H., Fuel and Powe ‘rin Captive Middle Europe. Mid- oe Studies 
Center National Committee for a Fr Europe, Ine., New York City, 1952, p. 12. 
* Business Week, September 18, 1954 p. 174. 





TRENDS IN ECONOMIC GROWTH 153 


bloc is estimated at about 52 million tons in 1953 and under the current 
5-year plan is supposed to reach 70 million at the end of 1955.% In 
recent years the Soviet Union has been again an exporter of crude 
petroleum; 1 million tons in 1952, 2 million in 1953, and an estimated 
t million tons in 1954. The total, however, is still below the 6 million 
tons peak of 1932. Recipients of the recent exports were not only 
northwestern and southern Europe but also India and Argentina. 
Soviet oil has gone largely to markets other than those in which other 
exporters are already well established. There is some question 
whether such sales were of other than a temporary nature and for the 
same reason that gold, chrome, manganese, etc., were exported—to pay 
for essential imports.” 

Nevertheless, the oil and gas industry or the Soviet Union appar 
ently retains some important elements of weakness. These are in the 
nature of inadequate technology, as regards exploration, drilling, op- 
eration, refining, and transport, rather than a paucity of resources. 
Ascertained and developed reserves are small in relation to the pos- 
sibility of reserves in excess of 100 billion barrels suggested by broad 
geological considerations. The developed areas are not too well lo- 
cated with respect to domestic areas which consume most of the prod 
uct. In this connection reports that the important Baku development 
is showing some signs of exhaustion may be significant. The Cau- 
casus, Trans-Caspian and Sakhalin areas provide more than 80 per- 
cent of the total which for 1953 was estimated * at 49.2 million metric 
tons or about 15 percent of recent United States output. Natural gas 
production was insignificant in comparison with levels of output in 
the United States. 

Within this framework, recent happenings regarding the develop- 
ment and exploitation of petroleum production in the captive coun- 
tries of Eastern Europe are significant. 

A 5-year concession to Eurogasco (an affiliate of Standard Oil of 
New Jersey) by the Hungarian Government led to the discovery in 
1937 of the first commercial petroleum field at Lispe. In 1940 a second 
field was discovered at Lovazzi and self-sufficiency was soon achieved. 
By 1948 output was 838,000 tons of crude compared with a controlled 
consumption of about 380,000 tons, crude equivalent. Thus the Hun- 
garian oil industry in the 1940’s became one of the few in oil-poor 
Europe with an exportable surplus.** 

In 1950 it was indicated that the part of Austria held by the Soviet 
Union was producing about 900,000 metric tons of petroleum per 
year, about half of it exported. The goal was at least as high as the 
1,200,000 tons produced by the Nazis in 1944. Deep borings had been 
increased from 7 to 35 in the main field (Zistersdorf) which was be- 
lieved to have reserves of as much as 10 million tons.** Trial wells, 
some of them productive or promising, had been put down in several 
other areas. 


*® The Times (London), April 5, 1954, p. 7. See also the New York Times, August 30, 
1953, p. 3F, and the Christian Science Monitor, March 27, 1954 

*% See especially Shimkin, Demitri B., Minerals—A Key to Soviet Power, ch. VII, Petro- 
leum, Natural Gas, and Asphalt, pp. 195-218, Harvard, 1953 

* Shimkin, Demitri s Material Resources of the U. S. S. R. Industrial College of the 
Armed Forces, L54-113, 1953—54 p. 7 

*% See especially The ‘Hung arian Oil Indus try, Mid-European Studies Center Publication 
No. 15, National Committee for a Free Europe, Ine., 1954, 106 pages. 

® Christian Science Monitor, June 20, 1950, p. 3. 
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When the Communists took over the Rumanian petroleum industry 
in 1947, production was about 3,810,000 tons per year as compared 
with a peak production of 8,600,000 metric tons in 1936. In 1950, 
after sin i nization of the Mines and Petroleum Ministry, Rumanian 
petroleum production was indicated as lagging, with the goal only 
95 percent fulfilled. The blame was put largely on prospecting and 
exploration, i. e., new producing wells had not been brought in rap- 
idly enough. So, late in August of that year, gasoline was r ationed 
for the first time in the country’s history. Nevertheless, in 1951 it 
was officially reported that the Anglo-Iranian Oil Co. bought 200,000 
tons of fuel oi! from Rumania.’ 

The 1951 Rumanian goal for petroleum production was announced 
as fulfilled to 103.3 percent of the goal. Some informed guesses were 
to the effect that fields near Buxnan, Roman, and Focsani (and some 
fields newly tapped) were producing nearly 8 million tons of oi] 
year, much of which was being sent to the Soviet Union. 

It was planned that in 1952 Rumania would reach the top level of 
crude oil extraction obtained before the war and during the following 
years would greatly exceed this level.t. It was estimated that produc- 
tion in 1953 may well have been as much as 8,600,000 tons and the 
regime hoped by 1955 to have a production of 10 million tons per 
year. Such a goal was considered to be a feasible one by many West- 
ern petroleum experts. Exploration for new wells was reported as 
moc rately successful. Nevertheless, gasoline continued to be strictly 
rationed and it was estimated that much of the product was supplied 
to the Soviet Union, or to other captive nations. Still later, the ex- 
pected output in 1953 was set at 9,300,000 metric tons and the planned 
output for 1955 at 11 million tons.' 


ELECTRIC POWER 


Electricity has so many desirable characte ristics as a source ot power 
and light that it is used increasingly. FE urope was served by nearly 
300 billion kilowatt-hours in 1950, the Soviet Union by about 90 billion 
kilowatt-hours and the United States by over 329 billion kilowatt- 


hours. Western and Mediterranean Europe in that year produced 
nearly 240 billion kilowatt-hours; captive E urope only about one-sixth 
as much. In 1953, electric pow ver generi ated was (in billions of kilo- 


watt-hours: United States, 513: Western Kurope, 302; Soviet Union, 
133; captive Europe, 60. Unadrentaus: Eastern Europe has been 
described as an area which has been underinvested in facilities for elec- 
trie energy.’ Though world production of electricity increased an 
average of 6 percent per a an for the period 1929 50, the ratio of 
increase in Kurope, already one of the more e ‘lectrified areas by 1929, 
was slower. Meanwhile, in the Soviet Union output of electric ity in- 
creased thirteenfold, from, of course a comparatively low st ting 
base. Growth between 1937 and 1950 was substantial but less spectac- 
ular. 





Christian Science Monitor, October 2, 1950, p. 19. 
Wall Street Journal, September 21, 1951. p. 3. 
New York Times, January 3, 1952, p. 80 
‘New York Times, January 3, 1951, p. 75 
Christian Science Monitor, September 2, 1953 
®*New York Times, September 9, 1953, p. 13 
Wszelaki, op. cit., p. 37. 
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Such dependence as a particular country may put on hydro sources 
rather than thermal sources appears to be related primarily to the 
question of the comparative availability of favorable hydro sources 
versus abundance of bituminous coal or henite. Countries such as 
Norway, Switzerland, Italy, and France make significant use of water- 
power, whereas the United Kingdom, Poland, East Germany, and the 


Netherlands depend largely on thermal sources. Even so, some of the 
countries have substantial hydro sources which, during the prewar pe- 
riod were deve lope “| to a moderate degre e only (table 54). That devel- 


opment has proceeded with some rapidity in the postwar period, as in 
Norway. It is clear, too, that the Danube area presents mueh hydro 
pote ntial, estimated as high as 17 million kilowatts, excluding the por- 
tions in Germany and Austria as yet only slightly used. In the East, 
most if net all of the plans call for increased power-generating ca- 
pacity. In Rumania, for example, the total electric power generating 
capacity, indicated at 1,050,000 kilowatts in 1953, was to be boosted to 
1,580,000 kilowatts in 1955.5 Over all it is planned that ¢ aptive Kurope 
will produce about 82 billion kilowatt-hours by about 1955, a level for 
the total area whic h compares favorab ly with the United Kingdom and 
Western Germany, but is well below the Soviet Union.® 

An examination of the Soviet epee in table 54 suggests that with 


a hydro potential substantially larger i that of either all of Europe 
or northern America, the potential nevertheless has been only slightly 
harnessed, Thermal sources appeal to be not only more used, but also 


to have been more rapidly expanded as comp ired W ith prewar, This 
is no doubt in considerable degree a matter of lo ition, but may also 
be related he difficultie ‘planning and erecting hedule. : 
be related to the difheulties of planning an recting on schedule, a 


major engineering project such as the giant Kuibyshev hydroelectric 
station on = Volga, first announced in 1950 for completion L955. 
It would, as announced, have a 2 million kilowatt capacity to provide 
10 billion k heal itt-hours of electricity annually, some of it to be trans 
mitted as far as Moscow. The difficulties 1 men itioned appear to be 


technological and administrative, but also involved may well be the 
adequacy with which the capital goods industries of the country can 
provide the necessary machinery and other equipment. 

In any case, some shortage of electric power seems to be one of the 
woes besetting captive Europe, in spite of the substantial potential 
hydro resources as Vet undeveloped. Apparently this shortage is 
fundamental to some of the evident lag in industrial production as 
well as basic to consumer rationing. There is even a minor note to the 
effect that the old power systems are wearing out before new ones can 
be built to replace them.’ 





8’ New York Times, September 9, 1953, p. 13 

® Wszelaki, op. cit., p. 41 

1 New York Times, September 26, 1954 

Raymond, Jack, New York Times, September 25, 1954 








156 TRENDS IN ECONOMIC GROWTH 


3. COAL 


Important though petroleum is in the modern Western World, Eu- 
rope as a whole produces less than 2 percent of the world’s crude oil 
and consumes about 11 percent of the tot: al. On coal the story is 
strikingly different; Western Europe produces about one-third of the 
world’s total, North America nearly as large a share, and the Soviet 
Union, together with its captive countries, about one-fourth of the 
world’s total. By 1953, Western Europe still produced about one- 
third of the total, the Soviet bloc had increased to one-third, and North 
America had declined to about one-fourth of the world’s total. As 
regards trends, production in indepe ndent Europe appears to be mod- 
erately st: abilised. That of the Soviet Union, with or without its cap- 
tives, is still trending upward. North America, though sharply 
higher during the war years, has returned to approximately the pre- 
war level of production. The near stabilization of production in inde- 
pendent Europe at this time appears to be undesirabie inasmuch as 
there is in the OEEC countries a difference of about 35 million tons 
between coal available from their own resources and what the y need 
for current consumption and stocking. The gap remaining in 1956 
has been estimated at 25 million to 35 million tons." Perhaps the most 
disappointing aspect of the matter is the recurring failure to reach 
targets set for production. Filling the gap with foreign coal, or in 
larger part, with imported petroleum products is not without its dis- 
advantages. Present price advantages may be temporary and supplies 
apparently must largely come from the uneasy Middle East (see 
Part Three: Staff Paper L—Petroleum and the Middle East). 


The United Kingdom 


The coal mines of the United Kingdom after much post war atten 
tion have not quite reached what might be called an average prewar 
level. Production is some 6 or 7 percent below the good year of 1937. 
Preliminary figures on 1954 production indicate an increase of less 
than 300,000 tons over that of 1953 in spite of an agreement a year ago 
between the Coal Board and the Mineworkers Union that an increase 
of about 5 million tons was a reasonable minimum aim for the year. 
Estimated production by 1956 still will fall several million tons below 
the 1937 level. The deficit has been a continuing one and a serious mat- 
ter on at least. two scores: 

1. Coal was the one major natural resource possessed in sufficient 
abundance to have served an active export demand and so contribute 
substantially to foreign exchange, if only it could have been gotten out 
of the ground in large excess of domestic needs. 





2 OEEC, Coal and European Economic Expansion, Paris, January 1952, p. 9. 
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TABLE 52.—Summary data on coal, by regions, 1951, 1952, 1953 


Million metric ton 
Eastern 
Westert Europe and Nortl 
Europ. the Soviet Amer 
Union 
1951: 
Production 471.8 326. ( 4. 7 
Imports i 68.7 17 24.8 
Exports 35.1 28. ( 7.4 
Net imports 43. € 10.7 3? ¢ 
Gross consumption 3. 2 315.3 01.0 
1952 | 
Production 183 340. 1 169 
Imports 4.7 19.8 22.7 
Exports 37.9 27.8 47.8 
Net imports 26.8 R.{ 2 
Gross consumption ()2. € $32. 1 451 
1953 (provisional 
Production 179.0 61.0 447.4 
Imports g 0 29 0 20.0 
Export 45.0 ) () { 
Net i iports 13.0 70 
Gross consumption 190. ( 10 { ( 
Source: United Nations, Monthly Bulletin of Statistic Mar 1954, table 1, p. x 


2. Its relative scarcity appears to have set some limits on the postwar 
industrial recovery and expansion of the United Kingdom in spite of 
considerable increase in efficiency of use of fuel, increased imports, 
particularly of petroleum, and reduction in coal exports. The tight 
situation appears to be still with them : 

* * In the last 5 years industrial output has risen by more than 20 percent, 
while coal output has risen by less than 9 percent Industry, including gas and 
electricity, increased its consumption (coal) by only 11 percent, while the rail 
ways have cut their consumption by a million tons a year; supplies to other 
consumers have been broadly unchanged. Over the 5 years, fluctuations from 
the general trend have been taken care of by using stocks of coal and varying 
exports and imports. But stocks offer smaller margins this winter; the surplus 
coal saved in 1952-53 has by now mainly been used up.’ 

Whether British coal production over the next 10 years will outrun 
demand obviously depends in part on price, indeed somewhat on com 
petitive prices with, for example, petroleum imports. The figure 250 
million tons has been mentioned as the probable demand in 1960-65. 
Most of the production would continue to be deep-mined coal rather 
than opencast. In 1953, 30 million tons, of a total of 212,500,000 tons 
of dee p-mined coal, were produced at a loss in relation to the fixed 
selling price. 

The labor factor is more subject to variable programing under heroic 
methods than might at first be thought possible. Between the begin- 
ning of 1949 and the end of 1950 manpower in the British coal mines 
declined by about. 40,000, but in 1951 and 1952 manpower rose by about 
35,000. In 1953 there was a decline of 10,000 miners on colliery books, 
mainly not face workers. An advance in miners’ wages in 1954 appar- 
ently procured almost none of the hoped for increase in production of 
5 million tons for the year. 

The question of organization of the United Kingdom coal industry, 
including nationalization, is of great significance. Beginning with 
1952 there has been increased capital investment looking toward in- 
creased future production, not only by further mechanization but also 





Coal and the Boom, the Economist, London, September 4, 1954, p. 756. 
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the lay Ine out of new works and opening facilities so as to utilize more 


me Some £200 million has been invested in the mines by the Board 
since nationalization. An average of £38 million per year for the 
period through L955 was proposed, In 1953 the industrv invested 


£64.300,000 on capital account, of which £52 million went into col 


lieries, Ye million into coke ovens, and C7 million on other works. 
In addition, £17 million was spent on new housing programs for 
miners," Kven this Was considered inadequate. Granting that part 
of the present program will not be effective until later, it appeared 
that m 1954 production Was lageing sufficiently so that the United 
Kingdom must either increase coal imports, cut back on coal exports, 
ov fall short of its industrial needs. The latter would appear to be 


particular ly undesirable, for industry had increased its production by 
7 » percent on the basis of a percent mecrease in coal consumpt1or 
/ / , Reauh) 


In the prewar period the Ruhr district was the most important coal 
held i Kurope. and second in the world only to the Pittsburgh area 
in the United States. lt produced more than 10 million tons per 
month, 5 times as much as France, and more than the entire produe- 
tion of the Soviet Union. Powerwise, it was more productive than all 
the hvdroeles tric installation n the world. Not only the abundance 
but the variety and general high quality of its product was notable 
Thick and numerous coal seams plus favorable location in relation to 
the workshops of Europe were and are highly advantageous. Reserves 
are very great—proved commercial reserves at less than 4.000 feet 
would support the past peak rate of pro luction for two or more ce! 
turies and possible reserves would support such production for perhaps 
two Ih llennia. Mimphasis nh proau Clon tha peehn on co! Ing coals 
which constitute 42 percent of the proven reserves but furnish about 


] ] 
| 


two-thirds of the total product on, Whereas high volatile coals, with 


equ i] reserves, now Proy ide only “uv percent of the output. During the 
prewar pel iod the Ruhe produced two-thirds to three for rth of the 
total German output. Of that production, one-fourth to one-third was 
exported. In 1937 some 306,000 workers were employed in the pro- 
duction of 127,752,000 metric tons of bituminous coal.’ 

The early postwar period was a difficult one—production fell to 
about - million tons per month, a tenth or less of normal. But re 
covery Was comparatively rapid and by the early 1950's production of 
coal and lionite (in coal equival nt) in Western Germany (largely but 
not wholly from the Ruhr) was near the prewar rate. Llowever, coal 
was 15 million tons short of prewar whereas lignite exceeded prewar 
by about 18 million tons. Neve rtheless, owilhg to industrial revival, 
lowered labor productivity tn the mines, and agreed deliveries, prob 
lems are far from being all cleared away. The labor productivity 


London Coal Threater the Boom, May 22, 1954, pp. 437-488 





' mo 4 

See th Economist (London), Energy for Success (insert pp. 1-8 vol, CLXNNIIT 

November 27, 1954. for ief examination of several projections which have been mace 

I standards of living, production, and fuel requirements in the United Kingdon 

In suimmar that analysis holds that it appears questionable whether, even with extra 

ue the coal mines will reach 250 million tons by 1965; estimates as to nuclea 

electricit tre contradictory as to probable cost and time required for development n 

easing amounts of heavy (black) oils apparently will be required and imported if 
lable 


For comprehensive treatment of historical evolution and prewar development see 
Chauney D. Harris, The Ruhr Coal-Mining District, Geographical Review, the American 
Geographical Society, New York, vol. XXXVI, No. 2, pp. 194-221, and Norman J. Pounds, 
The Ruhr—A Study in Historical and Economic Geography, Faber, London, 1952, 283 p 
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problem 1s a major one, the ferce being 45 percent larger than pre- 
wir for a somewhat lower tonnage: 


Western Germany 


Output of hard coal (million to1 38 37 3 11g 123 
Manpower (thousands 208 : 376 3 
Overall output per man-shift (ton 7 1, i 032 7 | 


Source: Economist (London), De , 1953, p. 430 


A temporary emergency in 1951-52 was met by heavy imports 
(15,500,000 tons) mos tly from the United States. Exports | have been 
éontinned, consistently in the range between 20 and 25 million tons 
providing about 30 percent of the solid fuel imported by European 
countries. Use within Western Germ: ny appears re atively 
efficient, more than 50 percent of the total being used secondary 
forms such as gas, briquettes, and thermal electricity. C ‘onstimpti on 
of solid fuels for domestic purposes is relatively low, ee 27 million 
tons per year, whereas about 53 million tons are used in that 


way in 
the U nited Kingdom where the popul: ition Is roughly ies ame. low 


ever, in spite of having a population which has increased by more 
than 20 percent, the level of industrial eee of Western Ger- 

many has increased as compared with prewar only by about the same 
amount as in other Western European countries whose populations 
have remained stable. So, with additional industrialization very 
likely and with the near certainty that increased consumption must 
come from its own mines, what happens to coal exports? 

There are plans that the production of Western Germany, largely 
from the Ruhr, should reach 140 million tons in 1956, possib ty 150 
million tons. Investment for modernization and reequipment, plus 
the opening up of at least 8 new workings was expected to require 
nearly DM3,800 million of which less than half was likely to be avail- 
able in company reserves. Are investment funds available from out 
side and on what conditions? Recruitment of up to 20,000 additional 
workers seemed possible, if housing could be provided.” All of this 
IS pertinent to the question of whether the industry is stuck at its 
present level of production, which approximates that of prewar, or 
will it expand? The raw materials are abundantly available. 

Political, economic, and administrative problems of operation within 
the six-nation Coal-Steel Community have now had about 114 years to 
arise and move toward a solution. In February 1953, tariffs, import, 
and export quotas and some discrimination as to transport charges 
within the common coal market were swept aside. Maximum price 
control (by the High Authority) has continued, also purchasing and 
marketing organizations and systems of rebate, ete. The maximum 
price on Ruhr coal was reduced I)M2 but still costs more than imports 
from the United States. Some “rationalization” has been started in 
other areas—French mines are running a total annual deficit of about 
£22 million but 5,000 French miners are to be shifted, with their 
families, from Centre-Midi to more productive Lorraine fields. The 
High Authority was challenged early in 1954 by the announced clos- 





% OEEC, Coal and European Economic Expansion, pp. 39-42. 
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ing, because they were running at a loss, of 7 Belgian mines employing 
6,000 men. In any case, a comparison of the first 10 months of 1953 
with the same period in 1952 shows an increase of about 20 percent in 
the coal trade in the er .. 18 ~The “association” of the United 
Kingdom with the Community, in December 1954, appeared to be a 
favorable step forward. 

ec. The Silesian area 

Some 80 percent of the coal resources of captive Europe are in the 
Silesian-Ostravan are. formerly divided among Germany, Poland, 
and Czechoslovakia, but now held by the latter two countries. Peak 
production of 106 million tons was obtained in 1943 by the Germans 
saad the spur of war needs. There was relatively little direct mili- 
tary damage to the area during the war but there was sharp decline 
in production during the latter stages of war and early occupation. 
However, most of the working miners remained in the area and pro- 
duction was rather quickly restored. By 1950, it reached 87 million 
tons of which about four-fifths was produced i in present Poland—about 
the same as in 1937. Beginning in 1948, control was from Moscow, 
through Russian advisers in top positions. Labor has been largely 
Polish. 

Plans call for 92 million to 95 million tons annual production by 
Poland and 20 million to 23 million tons from Czechoslovak fields 
(by 1953), a total of 112 million to 118 million tons per year for this 
area. Smaller fields elsewhere in captive Europe produced about 
14 million tons in 1950, about one-sixth as much as the Silesian area. 
However, these smaller fields because of location and quality of coal 
are of high importance to local industry, especially such iron and 
steel development as is found near them. Coal production in captive 
Europe by the beginning of 1955 may be estimated at 133 million tons 
or a little more, thus exceeding the present and prewar Ruhr, the 
present production of the Donets Basin (less than 100 million tons), 
but shghtly less than the wartime production of Pennsylvania. 

The Silesian area, but more particularly other parts of the eastern 
area, also produces large quantities of lignite, in fact, about two-thirds 
of the world total (ex-Soviet Union) in the early postwar years. 
This fuel is largely used in production of electric power, for briquettes, 
and as a raw material for chemical industries. 

The problems are not resources but capital investment and labor 
morale. Flexibility in the mining of coal, though restricted, particu- 
larly in terms of increasing production, is a resultant of much more 
than variance in the quantity of the labor supply. Capital expendi- 
ture in work not immediately productive, exploration, sinking new 
mines, cutting new faces, and transport to serve the new development 
all take time, forward planning and capital investment. Current out- 
put can be moderately if not strikingly stimulated for a time by neg- 
lecting preparation for future production. Apparently this is the 
problem which has finally caught up with those who manage the 
Silesian production. The questions which arise, but which cannot be 
inswered definitively have to do with whether these mines can meet 
the demands made on them by the captive area, plus exports to the 
Soviet Union, and still continue to export about 10 million tons to inde- 
pendent Europe so as to obtain needed foreign exchange. In any case, 


18 Economist (London), January 9, 1954, p. 85. 
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shortages of coal (and electric power) are reported as major factors 
in failure of some industries to meet official quotas. 
d. The Soviet Union 

One authority *° on the Soviet Union concludes that the aggregate 
reserves of Soviet coal are very great, something of the order of a 
trillion tons. However, there appears to be a major geographical 
aera in that something like 90 percent of the coal is in the 

ast, whereas about 90 percent of the iron ore and population is in 
the west. Certainly production shows a large increase between 
prewar and 1950 (table 51). How much of this increase occurred in 
western Soviet Union is problematic. But production does seem to 
have increased by about 20 million tons per year in 1951 and 1952 
with a 1955 target of 372 million tons apparently not completely un- 
realistic.” Moreover, as reported by Shimkin, the more westerly 
Donets Basin and Moscow Basin have tended to exceed the set goals.” 
And reserves, though concentrated farther east, are nevertheless very 
substantial in the European part of the Soviet Union—the Donets 
Basin reserves amount to some 44 billion tons, much of it of compara- 
tively high quality.” 


TABLE 53.—Energy consumption, commercial sources, by regions, 1937 and 1950 


Western Europ 

Austria 

Belgium 3 

Denmark. . 

France : RS g 

West Germany 4204 ‘ 

Ireland f I l 

Netherlands 15,4 “4 79 " 

Norway ) 44 1.37 

sweden é ~ 

Switzerland ( 8 

United Kingdom 

«diterranean Europe 

Greece . wine ‘ 1, 20¢ l 24 1S 

Italy ‘ 28, 18 29 ) t 

Portugal 

Spain 

Captive Europe 
Bulgaria j . r 2 S 
Czechoslovakia ‘a 1.78 


} t ry 1 
mast Germany 


Hungary... 7 } ] S 
Poland 4 : A 9 19 
Rut ni ; 1+ 
Other | 
Finland 
Yugoslavia 
Soviet 1 ni yn 


M 








4 De facto boundari ised 
See West Germany at 
6 Includes Baltic State 


17 Shimkin, Demitri B., Minerals, A Key to Soviet Power, Harvard, 1953, p. 187. 
* Economist (London) January 13, 1953, p. 265. 

1Shimkin, D., op. cit., p. 179. 

22 Ibid., p. 189. 
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FEF. TRANSPORTATION 


The following comments on transportation in the Soviet bloc and 
the independent countries of Europe constitute a quick survey of 
some of the highlights in the transport sectors of their economies. 
In the time which has been available to assemble this material, it has 
not been possible to perceive growth trends for every form of trans- 
portation nor always to compare trends or recent developments when 
they were clear. It isac ompar ison of some standards and capabilities 
between the free and the Communist parts of Europe, with occasional 
reference to American standards and practices when information on 
these was readily at hand. Traffic volume data refer to freight trafic 
alone, 


GENERAL FACTORS 


The geography of a region and its climate are important basic fac- 
tors in transportation capabilities and costs. By comparison with the 
geographic and climatic conditions in the greater part of Europe, the 
Soviet Union suffers disadvantages in all but one respect. Her topog- 
raphy in the populous western regions has been favorable to railroad 
building because of its flatness. In other respects, particularly the 
vastness of distances to be traversed and the severity of winter, the 
Soviet Union is handicapped. Her rivers flow to inland seas or, in 
Siberia, to the Arctic Ocean, whereas Western Europe is served by 
extensive river systems, one or more flowing from the heart of the 
continent toward each of the neighboring seas. Soviet ports, as well 
is rivers, are subject to long periods of freezing which compounds 
difficulties due to the relative scarcity of good natural harbors. These 
ports and harbors are nearly all restricted in access to the sea lanes 
of the world. Western Europe, of course, includes the greatest mari- 
time nations in the world whose fleets and shipbuilding capacities 
oreatly outweigh those of the Soviet bloc. 


RELATIVE IMPORTANCE OF CARRIERS 


In consequence of the basic factors outlined, the Soviet Union is 
dependent on her railroads for a preponderant share of total trans- 
portation. The distribution of freight volume between major carriers 
in 1950 was typical for most years since the late twenties. 


Distribution of freight volume in the Soviet Union? 


[Percent] 
Railways . sccm dca hea 85 
Inland water transport es leita ea ; 6 
Maritime shipping aia asses asce iia tacit 5 
Motor vehicle transportation_- a 3 
0) ee ee ae ee ee ee | *100 
B ed ton-mileage measures volume 
Per ntages do not total 100 because of rounding. 


\ttempts to spread the national transport load more evenly, re- 
inforced by ministerial exhortation, have been urged for years but 
the railroads have nonetheless taken the major burden. 
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Recently released figures of traffic volume in the United States ° 
show that railroads have been progressively losing their impor- 
tance relative to other public carriers since 1950. At that time the 
railroads carried about 75 percent of the freight load (measured in 
ton-miles) and slightly under 70 percent of the passenger traffic 
(passenger-miles). Decreases were registered in both kinds of traf- 
fic in 1940, reversed in 1944 (especially for passenger traffic, no doubt 
in connection with gasoline rationing) to be followed by a return 
to the secular trend position in 1953. In the latter year railroads 
carried slightly over 50 percent of public carrier freight, water- 
ways carr ied about 18 percent, and trucks and oil pipelines combined, 
slightly over 30 percent. Passenger traffic in 1953 was distributed 
between railroads, under 50 percent; buses, about 30 percent; and 
electric interurban lines, waterways, and airlines together shared the 
remaining portion of over 20 persent. Among public carriers, today, 
the United States places much less peacetime dependence upon its rail- 
roads than the Soviet Union, although they are still of first impor 
tance. Recalculation of the distributive shares to include private 
vehicles would clearly reduce the importance of other shares relative 
to trucks and passenger cars. 

The relative importance of the major carriers in Western Europe 
is not as clear since no comprehensive statistics of road transport 
have been assembled. Regarding other inland transport, aggregates 
for railways (14 countries) ** and inland waterways (5 countries) 
indicate that about 11 percent of the total ton-mileage for these 2 
carriers was borne by inland waterways in 1949 and 1950 and the 
remaining 89 percent carried by railroads. However, Western Eu- 
rope’s large fleets take part in European inland transport through 
coastwise shipping. Furthermore, the recent trend in Western Europe 
has been toward rapid increases in road traflic. According to the 
ECE, there has been “considerable expansion in international traffic 
by road, the rate of increase probably being higher than that of 
national traffic generally.” °° Despite this, it seems clear that the 
total volume of such traffic is still relatively small when compared 
with that carried by rail or ikon 1 waterways. 


TRANSPORTATION REQUIREMENTS 


In relative terms (ton-miles expended per unit of output), the trans- 
port requirements of the Soviet Union now exceed those of all the 


principal powers of the shy 2 It has been pointed out that “the 
Soviet Union requires about 40 percent more ton-mileage of trans- 


portation per unit of industrial eae than does the United States.” 


ae York Times, November 7, 1954 


2% . Economic Commission for Europe, Annual Bulletin of Transport Statistics, 1950. 
Semin 1951. Chart A, p. 10, including Austria, Belgium, Denmark, France, Italy, 
Luxembourg, Netherlands, Norway, Poland, Sweden, Switzerland, Trieste, Turkey, United 
Kingdom. 

2% Ibid., including Austria, Belgium, France, Netherlands, United Kingdor 

% Op. cit., p. 21 

27 Blackman, James H., Soviet Economic Growth, edited by Abram Bergson, 1953, p. 157. 

2 Shimkin, Demitri B., lecture before the Industrial College of the Armed Forces 


Washington, D. C., March 22, 1954. 
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Phe substantial rise in the relative volume of traffic which has 
occurred’ under the Soviet regime is due in part to an increase in 
the average length of haul which has resulted from expansion of 
economically usable territory. In addition, the widening of market 


elations which has evolved more or less in defiance of the program 

of “regional self-sufficiency” enunciated by party authority has meant 
that an increasing percentage of total output enters the transport 
s\ —tem. 

Blackman *’ believes that the expansionary push for more trans- 
port per product unit will recede on the basis of analogies to 
West Europe and the United States in their early stages of develop- 
ment. He concludes, however, that Soviet transport coefficients will 
main the highest in the world. Others, while ge ” rally supporting 
Blackman’s dat: a and conclusions, make clear that there is some doubt 
on the score of “deceleration of growth in Soviet transport needs 
relative to industrial output * * in the foreseeable future.” The 
more or less immutable factors of geography and resources, together 
with the planned expansion and eastward extension of industry, 
dicate a probable continuation of a high and, for some time, grow- 
ng coeflicient of transport to industrial output. 


RAILROADS 


\s in other spheres of her program of industrialization, the Soviet 
(nion is years behind Western countries in expanding her rail 


way networks to meet increasing needs.°° Only 40,000 miles of track 
were taken over from the ezarist regime. By the end of 1940 the 


neth reached about 65,000 miles, of which 12.400 were newly built 

d about 10.500 were annexed with the Baltic States. The national 
mara has been likened to an immense T with its head stretching 
from ‘aniseed down to the Ukraine and its leg formed by the fa 
mous Trans-Siberian Railroad stretching east to the Pacific. The 
greater part of the network was, and is, concentrated in the western 
regions. Overall density was very low as the following figures for 


937 show : 


Qg27 


TABLE 5D Railway mileage in relation to territory by regions, 1937 


Miles per 100 


Country: square miles 
United States . . - a apeien 8.3 
rrance z ‘ 12 6 
Great Britain rion chicas ie incites chicas aac ehh aa 


Soviet Union soab ene dseainiitnt nant ao ansitin a wth ons a a os 


Soucre: Garbutt, P. E., The Russian Railways, London, 1949. 


Reluctance to invest in railroad transport typified prewar prac- 
tice in the Soviet Union. In the postwar fourth 5-year plan, 16 
percent of total funds were allocated (though not necessarily spent) 
for reconstruction and expansion, the highest ever so allocated. Now 
the system extends about 74,000 route- miles, or 130,000 track-miles, 
about one-third the size of the present United States network of rail- 


‘Op. cit.. pp. 157-162. 
’ See, in this connection, chart I in the summary chapter on steel. 
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roads. Both signaling equipment and roadways are below standards 
considered minimum in the United States. While the increased 
length of the network means increased density in relation to area com 
pared to the 1957 figures shown earlier (modified by increases in tet 
ritory since that year), the Soviet Union has retrogressed in density 
of track in rel: ation to popul: ition. In 1937 there were 3.1 miles of 
track per 10,000 inhabitants (compared to 18.6 in the United States 
with an estimated 1952 population of 205 million, there would be only 
2.8 miles of track per 10,000 inhabitants. 

Comparisons for seven European countries in 1952 (the gestatiy 
West Kuropean Union) indicate a total leneth of over 79.000 route 
miles and densities ranging from 1.93 miles per 10,000 inhabitants 
in the densely populated Netherlands to 8.07 2 Luxembourg, Other 
densities were 3.54 for Belgium, 6.02 for France, 3.91 for Federal] 
Germany, 2.86 for Italy, and 3.91 for the U lel Kingdom, all pet 
10,000 inhabitants. The total leneth of track in these seven countries, 
being only part of free Europe, indicates that the total of all We 
European networks far exceeds the Soviet total and, since a smaller 
area is served, is therefore more dense. The Western European fig 
ures reflect a remarkable job of postwar reconstruction. 

As in other spheres, the current position of railroad networks 1s 
not clear for captive countries of Eastern Murope. East Germat \ 
has the most developed railroad system W ith those of Czechoslo- 
vakia, Hungary, and Poland following in order named. Much 
destruction was wreaked during World War II, but it is not 
known how far, or even whether, restoration has taken place. Lhe 
most recent data available indicate Czechoslovakia had 20,500 miles of 
track in 1937 ** (about equal to 1952 mileage in the United Kingdom) ; 
Rumania had 6,960 miles in 1938 (about two thirds It: uly’ s 1952 mile 
age): Poland had 14,850 miles in 1947 (somewhat less than Federal 
Germany in 1952) ; and Hungary had 6,800 miles in 1949. None of the 
satellites has more than a modest expansion plan for its railroad 
system. Poland, for example, announced 437 miles of new line would 
be added during the 6-vea r-plan pe riod. Resources of the ‘“auptive 
peoples are to be concentr: ited on producers’ eoods as they ure in the 
captor state. Because the other satellite nations pub lished no plans 
to expand their rail nets and be ause the lecree to whi h pl ws have 
been fulfilled is unclear, a up-to date ackun cannot be drawn of the 
region as a whole. 


RAILROAD ROLLING STOCK 


The following figures give some indication of relative numbers of 
locomotives on the railroad Svstems of the soviet bloe compared to 
the West. The figures contain many estimates and suffer in compara 
bility due to the inclusion of different types of locomotives, but it 1s 
believed the regional aggregates provide relatively valid comparisons. 


1 Using only unclassified sources 
2 Less war damage was suffered in Czechoslovakia than elsewhere 
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TABLE 56 Locomotive park in Western Europe, North America, and the Soviet 
bloe in 1953 


Thousand 

Country: locomotives 
Independent Europe’ - ‘ s 72 
United States Ba *36 
Canada ee 5 
Total West i 113 
Soviet Union = ba ; 3: 
European satellites . : ; - isicits ie 22 
China — 3 
Total Communist bloc S / 59 


1 Ine a —— ene countries, Finland, Spain, and Yugoslavia. 

Class railroads, 

The Soviet bloc has just over half the number of locomotives in use 
in the West, both when Canada and China are included and when they 
are omitted. 

Che greatest part of the Soviet locomotive pool is steam driven ; only 
Zor 5 percent of the total being electric or diesel-electric. Since both 
diesel-electric and electric locomotives perform better in many respects, 
Soviet reliance on steam places the system at a disadvantage in com- 
parison with current practices in the United States and Western 


Europe. Furthermore, the majority of Soviet steam locomotives in 
use are of an outmoded type. In Western Europe extensive electrifica- 
tion is being carried out. At the end of 1952, Austria and Norway 


had over 20 percent of total line electrified, Italy and Sweden over 30 
percent, the Netherlands 40 percent, and Switzerland 95 percent of all 
lines. Others had lesser percentages electrified but a number were 
pursuing programs of electrification, notably France. In general the 
lines that carry the heaviest traffic have been electrified first. For ex- 
ample, in the Netherlands, where most of the main lines are electrified, 
58 percent of the passenger-miles and 31 percent of the freight-train 
miles were electrically operated in 1952. 

Data on number of freight cars are scarce, and there has been in- 
sufficient time to prepare comparisons of loading capacity. The table 
below contains available figures for number of freight cars in the Soviet 
Inion and the captive countries for some years. 


TABLE 57.—Freight cars in the Soviet bloc, 1988 and 1950 


In thousand 
Prewa I x 
Ye Number Year Numt 
Ur L938 662 1950 909 
I 0 
Ri 1986 11 
i 37 as 1948 72 
I 
’ 19 { 1949 35 
1937 169 1947 144 
1937 64 194¢ 79 
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In every country except the Soviet Union and Rumania, postwar 
stocks of freight cars were still depleted by wartime destruction in the 
years shown. The Soviet figure may reflect reparations and cars seized 
as war booty in addition to lend-lease shipments. The Eastern Euro- 
pean postwar shortages in railway rolling stock were counterbalanced 
to a certain yen by increased intensity of use. Longer trains and 
longer hauls became usual, and the number of railroad employees 
grew a great deal. In Poland, for example, it was reported that 359,- 
000 worked on the railroads in 1948 compared to only 183,000 in 1937 

In comparison with Western Europe, the Soviet bloc is as poor in 
its stock of freight cars (although those of the Soviet Union are larger 
than most) as it is in number of locomotives. Numbers in service 
for the United Kingdom alone exceed one million. France and Fed- 
eral Germany, in 1951 had 371,000 and 275,000, respectively. Italy, 
in the same year, had 111,000 and, with other countries of Western 
Kurope, had far larger numbers as part of the pool shared usader 
international agreements, than the total available to the Soviet Union 
and its European satellites. 


RAILROAD FREIGHT VOLUME 


The table below shows the growth in freight hauled by all carriers 
in the Soviet Union including railroad, river, domestic maritime, motor 
(“trucking for hire” and trucking operations by nontransport agen- 
cies), air and pipeline transport. They are based on simple un- 
weighted totals of ton-kilometers borne and have been converted to 
ton-miles for ease of understanding. Similar growth trends are shown 
for Soviet railroads. 


TABLE 58.—Freight volume, all carriers and railroads, in the Soviet Union, 
1988-62 (plan)—actual and projected 





All carrier Railroads 
Year 
Billion sh Ind B rt Ind 
mile 1938 " 1938 = 10K 

1938 200 100 254 100 
1948 5A 12 307 121 
1951 543 182 461 182 
1953 545 215 
1954 572 225 
1955 plan 699 234 AT6 227 
1962 estimated 902-1049 2 l 83-912 8-359 

! Not available. 

Source: James H. Blackman, Transportation in Soviet Economic Growth, Abram Bergson, editor, 


1953. Table 4.10, p. 150, and official announcements 


The picture sketched in these data is one of rapid increase in trans- 
port operation. The figures conceal some discontinuities in the trend 
such as the setbacks suffered in the war and stagnation in the mid- 
thirties. The general trend, however, has been one of growth. By 
1951 almost seven times as much freight was being hauled as at the 
beginning of the plan era, and the increase in railway freight volume 
was more than sevenfold. 

The 1953 and 1954 railroad data were computed from plan fulfill- 
ment announcements given in percentage increases. On the assump- 
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tion that these data are accurate, the upper figure for the 1955 plan 
(shown in the table) for railway freight will probably be a hieved. 
This would represent a smaller increase than that given for 1954 over 

ed, Tabulating the 1962 projections with the other figures, it ap- 
ears that the volume and index data indicate an increase over the next 
years of about the same order of relative magnitude as that which 
took place over the last 7. In other words, a “straight-line” rate of in- 
erease is foreseen. While this sort of tempo is believable in view of 
Soviet plans for industry and achievements to date, one may question 
the ability of the railroads to handle a four-fifths or larger share of an 
increasing load. 

No series has been prepared for all Western European carriers, 
but some comparisons in the growth of railroad freight volume can be 
made. The table below sets out railroad freight volume in selected 
years for the seven countries of Western European Union, all inde 
pendent Kurope, and the Soviet Union. 


TARI no Railroad freight volume in Western ] “rope and the Soviet 
1988, 1950, 1951, and 1952 


138 ( 
4 é 
\ x3 OS 8 
V\ } p I $06 {( 4 
| 104 1} 124 
\ I | 14 BAL 
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\ 
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The comparisons indicate that Soviet railroad volume exceeds that 
of Western Kurope and has grown faster since before the war. There 
Is & presumption that the rapid rise in Soviet volume is partly clue to 
lines and equipment taken over with territory acquired at the end of 
the war. Presumably the inclusion of Eastern European figures in a 
Soviet bloe total would tend to lessen the increase. Finally, we have 
noted that railroads are nearly all-important in the Soviet Union 
While this is not the case in Western Europe. 

Wartime destruction and deterioration from lack of maintenance 
caused great difficulties in Western Kurope on railroads in the period 
just after the war. There was, however, some excess capacity in these 
railways before the war, and increased volumes of tratlic can be car- 
ried, without adding to capital, at the cost of speed, comfort or conven- 
lence. In France, Italy and Denmark, for instance, the average train- 
load increased by 30 to 65 percent between 1938 and 1947. The 
smaller part of the increase is achieved by using a higher number of 
cars per train while the larger part is due to fuller loading of cars. 

By 1951, the position in rolling stock and facilities had very nearly 
been restored and, to the extent that new equipment represented im- 


United Nations, Economic Commission for Europe, Economic Survey of Europe Since 
the War, Geneva, 1953, 
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proved efficiency in operation, was in many places superior to prewar. 
Extensive electrification, as we have noted, has been carried out, 
especially in France and the Scandinavian countries. In most West- 
ern European countries the railroads were able by the mid-1950’s to 
offer the shipper prewar standards of speed and service and the passen- 
ger a higher degree of comfort and speed than had prevailed before. 

The results of new investment were reflected in the freight volume 
statistics shown above. Independent Kurope as a whole jumped total 
freight volume from 115,300 million short-ton-miles in 1950 to 184,270 
in 1951. An important share of this increase was due to increases in 
France and Germany, but every country showed a gain except for the 
relatively minor tonnages of Greece, Ireland and Yugoslavia. There 
was a small drop in 1952, to 132,820 million short-ton-miles and a 
return to the 1951 level in the year 1953. The figure for the latter year 
is given in the following table which shows the relative bulk of rail- 
road freight volume as between East and West. 


TABLE 60.—Railroad freight volume of Western Europe, North America, 


: and the Communist bloe, 1953 
In billion short-ton-miles 
Western Europe 134 | Soviet Union 538 
Canada in __ 66 | Captive countries 72 
United States 605 | China 18 
2otal Westu..._- S05 otal Communist bloe 658 


The relation of the total Soviet bloc to the total West is much dif- 
ferent from the comparison of Western Europe and the Soviet Union 
alone. The bulk of the United States in the free world is reflected 
in the reduction to 82 percent of the Soviet bloc relation to Western 
railroad freight volume. As before, the relationship is virtually un- 
changed by the inclusion of Canada and China. 

The figure given for the European captive countries coincides fairly 
well with what is known of recent railroad developments in that group 
of countries. The United Nations ** estimates for 6 countries (all the 
satellites except Albania) in 1951 and 1952 indicate ton-mileages of 65 
and 70 to 71 billion, respectively. The volune of freight traflic grew 
about 12 percent between the 2 vears. For Poland and Czechoslo- 
vakia, planned increases were not fulfilled. The distribution of total 


railroad freight volume was: 

Percent | Percent 
Poland___- $2} Hungary 7 
Czechoslovakia IS | Bulgaria 4 
Kast Germany 18 
Rumania 10 | Potal 100 


These percentages, however, do not refleet the variation im intensity 
of effort exerted bv the individual countries. Bulgaria. which has the 
lowest share, ranks first among the satellites both in amount of new 
construction and in the development of freight traffic since the war. 

Though no ton-mileage comparisons with prewar volume are avail- 
able. a measure of tonnage hauled on the networks of five countries 
(those listed above less Eastern Germany) 1s available for 1938 and 
1952. In the former year the combined networks hauled 226 million 


‘United Nations, Economic Commission for Europe Annual Bulletin of Transport 
Statistics, 1952 and 1953 issues 
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short tons compared with 442 million tons in 1952; an increase of 96 
percent over the whole period. This is not a good measure of growth, 
however, because underutilization of equipment, particularly in the 
earlier years, is concealed by the failure to take into account any dis- 
tance or time units together with weight. 


EVPFICIENCY IN RATLROAD OPERATIONS 


; 

In a brief treatment of this kind there is no space for exhaustive | 
comparisons of relative railroad efficiency. However, some comments, ! 
drawn principally from the work of Prof. Holland Hunter,** will 
serve to put in perspective measures of rapid growth in transport | 


volume in the Soviet Union. 

The Soviets and their European satellites put politic s before trans- 
port economics in planning industrial location. They also tend to 
minimize nveeianiind in tre insporti ition so as to maXimize current 
output, thus causing drives for operating efficiency and improved use 
of limited resources. Railroads must seek to minimize the amount of 
hauling despite the conflicting factors of resource distribution and in- 
dustrial location policy both of which tend to increase the length of 
hauls and the amount of cross-hauling, thus raising the volume trans- 
ported per unit of output. 

Average length of haul remains high, and despite progress in elim- 
inating waiting periods during loading and unloading, the average 
turnaround time for freight cars is evidently not satisfactory to So- 
viet or the Eastern European authorities. Drives to achieve improved 
performance by spreading the loads more evenly over time meet con- 
sistant resistance from the shipment pattern of centrally-coentrolled 
enterprises rushing to meet planned output quotas toward the end 
of each plan period. Intrabloc shipments must also overcome the 
time and cost elements of changing gages. The captives use standard 
and the Soviet widegage systems. 

Inadequate stocks of locomotives and freight cars have led the So- 
viet railroads to strenuous measures for keeping both in motion. 
Average daily mileages for locomotives are 31 percent higher than in 
the United States and freight cars move almost twice as far per day. 
The latter reflects the curtailed loadings and unloading time noted 
earlier. These comparisons overstate the relative productivity of So- 
viet freight trains in terms of ton-miles moved, since tons per locomo- 
tive and per car are considerably lower in the Soviet Union than in 
the United States. Nevertheless, the performance of Soviet motive 
power and rolling stock is impressive. 

Professor Hunter estimates that Soviet freight trains, on a termi- 
nal-to-terminal basis, are only three-quarters as fast as American 
trains. ‘Train weights are also far below our standards with the result 
of lower gross ton-miles per freight train-hour. This index is the 
most inclusive measure of operating performance. In 1950 the Soviet 
figure was only 44 percent of the United States average. 


MOTOR-VEHICLE TRANSPORTATION 


The loss of rail and inland waterway capital due to wartime de- 
struction on both sides of the Iron Curtain was partly oftset by in- 


5 See especially Soviet Transportation Policy (heliograph) and How the Russians Run 
Railroads, Railway Age, August 30, 1954. 
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creases in road transport. The increases were aided materially, in 
Western Europe by the release of surplus military vehicles in the im- 
mediate postwar period. The general increase in road fleets was par- 
ticularly striking in Italy, Turkey, and Ireland. 

During the years since the war, the motor-vehicle industries of 
Western Europe have been restored and expanded. Their combined 
output in 1952 was over 1,800,000 vehicles compared with about 450, 
000 produced by the Soviet Union, or 535,000 in the Soviet bloc. No 
area approac hes United States volume in this industry; over 5,500,000 
in 1952. The Soviet plan figure for 1955 is 477,000 trucks and pas- 
senger cars, less than one-fifteenth of 1953 output in the United States. 

In Western Europe, as in the United States, the extension of high 
ways and establishment of motor-vehicle industries, together with the 
growth of related skills and technical services, have resulted in transfer 
of great portions of the transport load, especially for passengers, to 
road trafliec. 

In recent years great stress has been laid by Soviet eng aa on 


shifting short-haul rail traftic to trucks. This may not have been the 


most economic plan. “Instead of building local spur lines and sidings 
for railways, the transport industry has resorted to trucks for short 
bulk hauls (coal, ores, etc.) at relatively high cost.” °° But the rail- 


roads point out that short-haul traffic is very costly for them and uses 
equipment inefficiently. The emphasis in road building, therefore, has 
for some time been on streets and access roads in or to big cities. 
Trucking roads of comparatively short length are built to railheads 
from outlying producing units while a very limited number of inter- 
city roads have been built or projected. 

The present size of total truck parks is an indicator of the relative 
importance of road haulage in the Soviet bloc. The following table 
shows truck parks estimated to exist in 1953 in the regions under 
study. Since trucks predominate in the total motor-vehicle pools of 
Soviet-bloe countries, the comparison is favorable to them. The 
equivalence of Soviet to Western European parks per capita reflects 
the large tonnage hauled by truck in the Soviet Union but does not 
vitiate what has been said earlier about low ton-mileage. In both 
percentage and per capita relations it again appears the Soviet bloe 
is weak compared with the total West. 


TABLE 61.—Truck park in Western Europe, the United States and the Soviet bloc 


in 1953 
" 1 ruck r 
1 1 Pty 
truck i 
Western Europe. FO ? 
United States ) 359 8.0 
Total West 19 B50 = 
U.8.8.R 2, 350 
Captive countries 235 2.6 
Soviet bloc 2. 58 Rf 
Soviet bloc as percent of West 20 


% Demitri B. Shimkin, Fortune, May 1951. 
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Highway transportation in the captive countries is of comparatively 
minor importance. Roads of quality comparable with those in west 
Europe exist only in east Germany, some parts of western Poland, and 
Czechoslovakia. The farther east and south one looks, however, the 
worse the road standards get. The unimportance of highway traffic is 
underlined by the smallness of truck parks. Trucks are employed on 
short runs between factories and for city hauling, but as in the Soviet 
Union, long-distance hauling is practically unknown. 

Roads, in the present pattern of Soviet road building, are highly sus- 
ceptible to seasonal effects. Most Soviet roads become “endless 
<tretches of bottomless sloughs in the * * * spring and fall rains, and 
trails of stifline dust in summer.” During winter road surfaces be- 

ome stabilized by frost, but snowstorms and blizzards may close them 
in many regions, sometimes for extensive periods. In 1937 (of a total 
estimated at from 1 to 2 million miles) only about 54,000 miles worthy 
of being called highways existed.“ It is thought the 1951 total was 
about the same because of the effects of war. Prewar estimates put 
the proportion of hard-surfaced roads at not over 5 percent of the 
total. 

Western Europe has extensive systems of national roads, a great 
part of which have all-weather surfaces. The seven countries of West 
Kuropean Union alone have about 1 million miles of roads and streets. 
The United States has 3,343,000. Density measures * indicate most 
of the northwestern nations have highly developed networks near the 
average of the United Kingdom and France (130 kilometers per 100 
square kilometers of territory). Very mountainous European coun 
tries and most Mediterranean countries have densities near or below 
that of the United States (about 58 kilometers per 100 square kilo 
meters) as, for example, 14 in Norway, 65 in Italy, and 82 in Yugo- 
slavia. No accurate measures for eastern Europe are at hand, but it 
s probable that the density in Federal Germany (about 93 kilometers 
per LOO square kilometers) and Switzerland (112 kilometers per 100 
square kilometers) may typify the northern captive countries while 
Greece and Turkey’s densities (10 and 6, respectively) are nearer the 


Balk iverage, 


MERCILANT SHIPPING 


(mong the Soviet satellites in Kurope, Poland is the only one which 
figures In international sea transport. Two-thirds of Poland’s ton- 
iwe (190,000 BRT in 1950) has been employed in trade with China. 
rhe fleet is growing through purchases and home shipbuilding. Her 
ports and position in the Soviet bloc have cast her in the role of Com- 
st shipper to the world. East Germany and Rumania also have 

ports and those of the former, including its shipyards, are the focus 


of intensive efforts at expansion. East Germany, too, has plans to 
nerease its merehant havy to a fleet of S00 fishing boats and 22 
freighters. Rumania, on the other hand, has no merchant fleet worth 
nentiol he 

Estep, Raymond, Transportation in the Soviet Union, Air University, Maxwell, Ala., 
Ap 1951 

*Economic Commission for Europe Annual Bulletin of Transport Statisties. 1952 
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Western Kurope contains most of the world’s great maritime na 
tions. Western Europe suffered very heavily in losses of merchant 
shipping from the W orld War. Twenty-four million gross registered 
tons were lost out of a fleet of 44 million tons in 1939.°° The net result 
of wartime construction and scrapping was to make good some 7 mil 
lion tons of this loss and some 2 million tons were lent by North 
America. K urope ended the war, therefore, with its fleet reduced 
to two-thirds of its prewar size. Consider: 7 le relief was atlorded by 
the transfer of over 5 million tons from the United States in the ear ly 
postwar years. Nevertheless, Kurope was ares with a formidable 
reconstruction problem. Its balance of payments on shipping ac 
count was seriously impaired both because of loss of tonnage and 
because the United states and othe countries developed vested 1n 
terests in shipping. The prevention of crisis in world shipping was 
left dependent on the periodic emergence of the American reserve fleet 
The United States merchant fleet had trebled in size between 1939 and 
1948; growing from 9 million to 27 million tons. The only other 
important contributor to the world shipping fleet, Japan, had lost 
11, million of her prewar 514 million tons 

By 1954, however, the OEEC was able to report “ that its men 
bers had not only made good their wartime losses but had increased 
their fleets over the prewar figure (35 million gross registered tons 
aggregate among 15 European members of OKEC; 62 percent of 
which was reported destroyed during the war). The fleets in July 
1952 stood at 42.9 million gross registered tons; an increase of 20 pei 
cent. The distribution between the various categories of vessels has 
changed from the prewar pattern in response to the changing trends 
in world trade. For example, a larger proportion of most fleets is now 
composed of oil tankers to cope with the increasing world trade in oil. 
There are fewer large passenger liners and comparatively few dry 
cargo tramps, but the tonnage of dry cargo liners has increased ap 
preciably. 

Geography and climate have combined to limit the Soviet Union _ 
the role of a seapower. Though she has consciously limited herself 1 
international trade, maritime shipping might still be of consequence 
in meeting her internal transport problems had she adequate ports of 
reasonable accessibility to one another. Because of latitude and 
climate, not one major port is ice free the year round unless we include 
the comparatively new acquisition of Baltiysk (in prewar East Prus 
sia). Even Odessa is ice locked 6 weeks of the year. The well-known 
historic drive of Russia under all regimes for year-around ports is 
founded on a real limitation. What ports she has, none better than 
third rate in tons cleared annually, are further limited in their use 
fulness for internal goods shipment bs another fact of Soviet geog- 
raphy. Being joined on three sides by continental land masses, the 
Soviet Union must send her ships along very extensive courses be- 
tween her Pacific, Black Sea, and Baltic coasts. Fulfillment of an old 
Russian dream would link Russia proper, Siberia, and the Soviet Far 
East via the northern seas, and great efforts are expended to make this 
dream a practical matter. 


8° The data refer to steam and motor ships of over 100 tons : 

Mainly United States to United Kingdom Excludes transfers of 800,000 tons from 
the United States to the U.S. S. R 

41 Organization for European Economic Cooperation, OREC at Work for Europe, Euro 
pean Transport Problems, Paris, 1954, p. 81. 
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Estimated fivures of the present relationship between the Soviet 
bloc and the West in terms of merchant-marine tonnage are given In 
the table below: 


TABI 62 Seagoing merchant marine in independent Kurope, North Ame rica, 
and the Soviet bloc, 1953 * 
{in million deadweight tons] 

Tonnage 

OEEBC countries : : . £2. 





Other independent Europe_-_ ‘ 14.1 
Total independent Europe ies siaseceaceip en eedonh kaki 7.0 
United States as ee “ - * 36. 0 
Canada. - ead * one a .8 
Total Weast......... - ‘ . ; , * 93.8 
Soviet Union St ee ae te ae aac eS Te SE Do 
Captive countries ait itaailtinden ae . 7 a ae ag o 
Total Soviet bloec--_.... -_- ee — a Nedta pea eeeast 3.3 


Oceangoing vessels over 1,000 gross tons 
2 Includes the vessels described in footnote 3. 
* Excludes United States-owned lend-lease vessels, totaling 800,000 deadweight tons 


These figures show the relative weakness of the Soviet bloc. Com- 
pared with Western Europe, the bloc has only 6 percent as large a 
merchant marine. Compared with Western Europe plus North Amer 
ica it is only 4 percent. Though naval tonnage and shipbuilding 
facilities are a large part of the Soviet picture, the merchant marine 
is decidedly inferior. Measures of tonnage shipped are not immedi- 
ately available, but the most intense utilization could not overcome 
such disparities in fleets. 


INLAND WATERWAYS 


Particularly marked losses were suffered in the canal barge fleets 
of Western Europe in the war. It has been reported that the capacity 
of the barge fleet in Belgium, France, the Netherlands, and Western 
Germany was only four-fifths of prewar in the late 1940’s.% The 
barge fleets, canals, and locks have been largely restored now, though 
this is part of a slower process than for railroads. 

River carriage of freight is a fairly important part of Eastern 
Europe’s transport system. One of the major traflic arteries for the 
entire satellite bloc is the Danube. Yugoslavia’s break with the Com- 
inform weakened the control exercised by the Soviet Union over this 
important river. Czechoslovakia, Hungary, Bulgaria, and Rumania 
all used it in conjunction with their canal systems to move much of 
their bulk freight. A recent press item announced the postponement 
of completion of the famous Danube-Black Sea canal which was 
thought to be in an advanced state of construction. This news prob- 
ably bodes ill for the long-planned East-West canal which would link 
Kast Germany, Poland, and the Soviet Union from the Oder to the 
Dnieper by interconnections between the existing river systems. 


“@ United Nations, Economic Commission for Europe. Economic Survey of Europe Since 
the War, Geneva, 1953. 
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In the Soviet Union, while inland waterways are of secondary im- 
portance among major carriers, travel is hampered over many months 
of the year. Nav igable rivers and the much-vaunted canals, such as 
the recently opened Volga-Don Canal, are for the most part closed 
from 3 to 9 months of the year by ice. In those periods their surfaces 
become frozen highways, but the volume of freight tonnage trans- 
portable in such seasons is small. 

The relative capabilities of the Soviet Union and Western Europe 
measured in ton-miles carried are: Soviet Union 1950—31 billion; 
1955 plan—54 to 55 billion; 6 countries * of Western Europe 1952 
52 billion. Yugoslavia’s 1952 output of 470 million short-ton-miles 
and Bulgaria’s 843 million provide clues to the size of inland waterway 
traffic in Eastern Europe. 


OTHER MEANS OF TRANSPORTATION 


Due to insufficient material useful for international comparison 
little can be said about pipelines, air transport, or other means of 
transportation, significant as they may be. The increased production 
of and trade in oil and oil products has been accompanied by the 
extension of pipelines in Europe on both sides of the Iron C urtain. 
Neither region is in a position to challenge the United States on this 
score, however. Fractional portions of total national freight are 
conveyed by pipe. 

On the score of air transport, the countries of Western Europe have 
a clear supremacy over the Soviet bloc countries. France, the United 
Kingdom, Belgium, the Netherlands, Switzerland, and the Seandi- 
navian countries all have international air carriers capable of com- 
petition with United States airlines. West Germany is now getting 
set to reenter this sphere with the revival of Lufthansa. Of the Com- 
munist countries, only the Soviet Union has a sufficiently developed 
air transport system to bear comparison with any West European line. 
No system outside the United States (with perhaps the exception 
of the United Kingdom) has gone far in the development of cargo 
movement by air. Data on the Soviet system is concealed because of 
its connection with the military. Travel by civilians is very limited. 

No Western-Soviet bloc comparisons of air traffic or pipelines 
volume have come to light, though such comparisons, and similar 
measures of electricity transmission, could illuminate the growth of 
transport capabilities. 


CONCLUSION 


The result of this survey is to stress the diversity of transport 
capabilities in the West in contrast to Soviet dependence on its rail- 
roads. There is controversy over whether this dependence e is the 
Achilles’ heel of the Soviet Union. Kaganovich, in charge of Soviet 
heavy industry and transportation, has said that “on this heel we 
marched to Berlin” and cited the American Holland Hunter to deny 
any vulnerability in the Soviet railroads. No breakdown of the sys- 


43 Austria, Belgium, France, Federal Germany, Netherlands, and the United Kingdom. 
Omission of Denmark, Italy, Luxembourg, Sweden, and Switzerland, countries for which 
figures were not available, affects the total very little. 
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tem can be foreseen, but the constant pressure of growing need against 
the means for transportation clearly places limits on the future rapid- 
ity of Soviet growth. The West, by comparison, is well equipped, 
dliversified, and relatively free of the same limitations. 


G. Foreign Trap 


Neither the Soviet Union nor any of the countries of Eastern Europe 
has ever been dominant in world trade. In 1913, Russian imports and 
exports accounted for 4 percent of total world trade. Since then 
Soviet foreign trade has fallen to a still smaller percentage of the 
world total. The trade of other Eastern Kuropean nations has been 
negligible. Over the 12-year period, 1925-37, the Soviet Union's share 
of world trade was o1 ly 1d percent. The volume of Soviet trade in 
prewar years was on the level of such countries as Sweden and Switz 
erland, which had populations equal to only 3.5 and 2.5 percent, re 

pectively, of that of the Soviet Union. 

Until rec ntly, in fact. the Soviet Union has regarded fore ion trade 
with profound suspicion, holding it to be an instrument of potential 
pehetratiol and economic disruption, Although the Soviet Union 
Was Interested in importing capital goods, raw materials, and other 
necessities both to satisfy her 5 year plans and for stox kpiling, it did 
not want to export beyond what was necessary to pay for desired im 
ports and such exports were to be on as low a level as possible. Prior 
to World War Il the Ministry of Foreign Trade voiced official 
approval of the fact that whereas the Soviet Union ranked 2d among 
the nations of the world with re pect to industrial production, it stood 
19th with respect’ to foreign trace. This deep-seated suspicion oft 
foreign trade reasserted itself after World War II. 

Wi Sterl Kurope has fo. many years imported more eoods than it 
His exported, It depends much more heavily on foreion trade than 
does the United States. Not being self-sufficient in all items, Western 
Kuropean countries must trade. Most of Western European trade is 
with the free world, but some trade is conducted with Eastern Europe. 
From the Communist bloc countries Western Europe has received 
coal, bread erains, foodstuffs, and timber. Most Western Kuropean 
countries desire to sell to Eastern Europe manufactured voods, 
machinery, and vehicles which cannot be sold readily in other parts 
of the world. 

The following table shows how much more reliant the nations of 
Western Europe are upon international trade than is the United 


states. The data are in current prices. 
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TABLE 63.—EHeports and imports as percentages of gross national product, by 
regions, 1938, 1948, and 1952 


38 is 1952 
Cou 
Im} Ex] I Expor Imports | Export 
Austria ] s 20 17 
Belgium 2 32 40 42 
Denmark 2 28 21 20 0 31 
France 12 4 | 14 
Germany (Federal Republic | 11 8 19 
Greece ) lf 23 7 16 5 
Iceland 4 0 $8 85 44 39 
Ireland 27 2 11 ; 40 ¢ 
Italy ) 8 l4 ll lf 13 
Netherlands l 4 38 3] ff 4 
Norway 29 30) 39 33 43 42 
Portugal l¢ 4 27 13 22 is 
Sweden 19 19 19 Is 23 24 
United Kingdom 18 17 0 a 25 26 
Canada 23 2 24 2 23 24 
United States ' 5 4 6 4 
1936. 
21949 


3 1938-39. 
Note.—Exports include factor income receipts; imports include factor income payments. 


Source: Organization for European Economic Cooperation, Statistics of National Product and Expendi- 
ture, 1938, 1947 to 1952. Paris, 1954 


As is evidenced by the table, almost all nations are equal to or higher 
than prewar in the proportion of their gross national product whieh 
can be attributed to exports and to imports. Western European na- 
tions have been hampered by trade restrictions, both on trade in gen- 
eral and in trade with Eastern Europe, by the disruptions of the war, 
by the cold war, by the Korean conflict and by currency difficulties. 
By 1952, as stated above, the imports and exports of practically every 


nation had reached or surpassed the 1938 level. 


PREWAR TRADE 

Before the war the countries of Eastern Europe had closer ties with 
the countries of Western Europe than they did with each other. About 
one-half the trade of Bulgaria, Hungary, and Rumania was with Ger- 
many and Austria. A large part of the trade of Poland, Czecho- 
slovakia, and the Soviet Union was also with Western Europe. The 
greater part of the imports of Eastern Europe came from Western 
Kuropean countries, and, considering the Eastern European countries 
as a single unit, about 70 percent of their exports were directed west 
ward. On the other hand, only about 10 percent of the exports of 
Western Kurope were destined for Eastern Kurope. The interests of 
Austria, Germany, Italy, and Switzerland in Eastern European trade 
were considerably greater than those of other western countries. 
Trade with Eastern Europe accounted for 33 to 38 percent of the total 
trade of Austria, for 16 to 18 percent of the total trade of Germany, 
for 11 percent of that of Switzerland and for 9 to 12 percent of Italian 
trade. Turkey and Sweden relied on Eastern Europe for more than 
15 percent of their total trade. 


557T67T—55 13 
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The percentage of total trade of Eastern Europe and the Soviet 
Union that went to Western Europe in 1938 was as follows: “ 


Exports Imports 


Soviet Union 2 Ne 


Fast Europe 67 99 


Kastern Kurope accounted for 9 percent of all imports into West 
ern Europe, and for 6 percent of that area’s total exports in 1938. 

Germany (the prewar boundaries) accounted for about one-third 
of Western Europe’s trade with the countries of Eastern Europe in 
1938. Approximately 85 percent of Germany’s total trade with the 
eastern area was with the captive countries, Finland and Yugeslavia 
(not members of the Soviet bloc). The United Kingdom was the sec- 
ond largest trader, accounting for about 27 percent of the commodity 
imports of Western Europe from Eastern Europe and more than 22 
percent of the exports to Eastern Europe. 

Although small in terms of monetary value, the imports from East- 
ern Europe were extremely important to Western Europe. Food 
products, timber (principally from Finland and the Soviet Union) 
and Polish coal were the most significant items. Food and timber ex- 
ports of Eastern Europe to all the world are shown in the following 
tabulation: * 


KRaeports of food and lumber to all countries in 1938 
Percent of 


Country: total exports 
Bulgaria 90.8 
Hungary tb. a 51.2 
Poland ; oa 52. 2 
Rumania : ; 44, 2 


U. S. S. BR. (19387) 


apni sini - 48.4 


Rumania also exported large quantities of petroleum and petroleum 
products which, in the late thirties, amounted to about 40 percent of 
all Rumanianexports. About 20 percent of Poland’s exports consisted 
of coal, 

Bread grains and flour, coarse grains, sugar and meat were the 
principal foodstuffs imported by Western Europe from Eastern Eu 
rope, but butter, eggs, canned fish, and dead poultry were also im 
portant, especially to the United Kingdom. 

Czechoslovakia was particularly important for the export to West 
ern Europe of manufactured items, chiefly consumer goods. 

Finland and Yugoslavia (included with Eastern Europe in 1938) 
exported 86.5 percent and 62.5 percent, respectively, of their total 
exports as food and lumber. 

The great bulk of the imports into Eastern Europe in 1938 consisted 
of finished goods (chemicals, textiles, metals, machinery) which, as is 


Halpern, I). B., European East-West Trade and the United Kingdom's Food Supply 
Economie Journal, vol. LXI, March 1951, p. 105 This prewar trade discussion is based 
largely upon Halpern’s study, supplemented by Daniel Marx, Jr., Economie and Political 
Factors Affecting Trade Between Eastern and Western Europe, Political Science Quarterly 


vol. LXVI, June 1951, pp. 161-190. These articles are particularly useful for prewar and 
the situation up to 1951 

* U. S. Congress, House, Select Committee on Foreign Aid: The East European Economy 
in Relation to the European Recovery Program, in Final Report on Foreign Aid, Wash 
ington, Government Printing Office, 1948, p. 360. 
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shown in the accompanying tabulation, accounted for well over half 
of total imports.** 


Imports of finished goods (chemicals, tertiles, metals, machinery) as percent of 
total imports in 19388 


Country : | Country—Continued 
UE hn tho ed cd acs ie 77.9 a ee 
Czechoslovakia (1937) —- 57. 0 | RC cee 
yl”. ye eee a Yugoslavia * _____- ae | 
PRRBANG eli ss sedihd F964 | U.S 8 Ry (Rha... 5 FOR 


1 Included with Eastern Europe in 1938 
? Minimum figure ; available breakdown of imports is incomplete 


POSTWAR TRADE 


Since the end of World War II, the Soviet Union has worked con- 
sistently to enlarge the power and extent of the Communist world. 
She has attempted to orient the trade of her captive countries to their 
sister states in Eastern Europe and to China. Only recently, because 
of unrest in some of the captive countries, has the Soviet Union be- 
come interested in trade with the Western European countries and 
with the free world, particularly with respect to consumer goods. For 
many vears the Soviet Union has sought to make herself, and particu- 
larly since World War II, the rest of the Communist world, self- 
sufficient. Although she has found it necessary to trade with Western 
Europe in order to obtain certain capital goods, this trade has dimin- 
ished as her own industries have developed. She has tried to provide 
markets for the products of the captive nations in order to discourage 
their interest in trade with the West. 

During World War IL all of the countries of Eastern Europe, except 
the Soviet Union, were conquered by or cooperated with Germany, 
and suffered tremendous losses in consequence. Since the close of the 
war, the Soviet Union lias made it part of her policy to maintain gov- 
ernments in those countries favorable to the Soviet. Part of this pol- 
icy has been the Soviet Union’s constant attempts to weld the nations 
together into a tightly knit financial and trading bloc. In 1946, for 
example, the Soviet Union imported about 14 times as much from 
Kastern Europe, and exported to them about 4 times as much, as she 
had in 1938. ‘This expansion was brought about primarily by the 
destruction of Germany and the difficulty of reestablishing prewar 
connections in Western Europe. Eastern European countries wanted 
to rebuild their war-ravaged economies and, in consequence, were in 
terested in trading with any nation that could help them. From 
1947 to 1949 trade with the West (including the United States) ex- 
panded, but since January 1949, when the Council for Mutual Eco 
nomic Aid (discussed below) was founded, it has declined consider 
ably. 

The etfect of the announcement (in 1947) of the Marshall plan and 
the beginning of the European recovery program in 1948 was to split 
Europe into two camps: one dominated by Moscow; the other com- 
posed of Western European nations led by the United States. With 
the beginning of Marshall aid to Western Europe, the Soviet Union 
began a counterprogram by signing a series of economic agreement 


‘6 Tbid., p. 361. 








. 
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with her captive nations. Soviet leaders spoke of a “Molotov plan” 
as a countermeasure to the Marshall plan. 

In January 1949 the Soviet Union and five captive countries signed 
a protocol for the organization of a Council for Mutual Economic As- 
sistance (CEMA), usually called COMECON, which is presumably 
the Kremlin’s answer to the Marshall plan and the Organization for 
European Economic Cooperation. Albania and East Germany ad- 
hered to the organization at a later date. This Council was founded 
to act as a channel through which the captive nations could assist in 
the a and expansion of the economic potential of the 
Soviet Union; to promote the industrialization of Communist bloc 
countries; and “A assist in the redirection of foreign trade of the 
Communist bloc nations toward the Soviet Union and within the bloc. 

One of the means of Soviet exploitation of the Soviet bloc has been 
the granting of Soviet loans to Albania, Poland, Czechoslovakia, Bul- 
garia, Rumania, and East Germany. These loans were of two general 
types: (1) Gold and foreign exchange for trade purposes, and (2) 
credits granted for deliveries of industrial equipment. Information 
regarding the loans and credits is scanty. Following is a list which 
has become known to the public: *” 








Country Date | Amount 





| 
| cee a ae Se a 
. i | 
Albania !...... ..| July 1947... ..-| Amount not specified. 
Sept. 3, 1948... ..-.- Do. 
Apr. 10, 1949_._.. Do. 
Feb. 17, 1951. ....-| Do. 
Bulgaria Aug. 23, 1947_. Several million leva. 
' 


1,150,000,000 koruna  ($200,000,000); 150,000,000 
koruna specified as interest in advance. 


Czechoslovakia December 1947 _- 





November 1948_...} $38,000,000 (estimate) amount actually withheld 
Fast Germany-.-. 9 ---| 2d half 1953_... 485,000,000 rubles ($121,500,000). 
Poland -.--. z ‘ March 1947 ..-| $28,800,000. 
January 1948_- $450,000,000 (this figure seems excessive). 
March 1948. $100,000,000 (apparently an addition to the above 
loan). 
oa. eerie incgccninditeaene Feb. 20, 1947__...-.-| $10,000,000. 





1 It is not definitely known whether these are separate agreements or continuation of the same agreement. 


These loans enabled the countries of Eastern Europe to import from 
the Soviet Union some of the capital goods and raw materials neces- 
sary for their industrialization programs. They appear to have been 
granted by the Soviet Union because of the disruption of the trade 
patterns of the captive countries. It is difficult to assess the role of 
these grants and credits without more information about relative 
prices than is available, but their primary purpose seems to have been 
the consolidation of the Soviet Union’s position as leader of the Com- 
munist bloc. 

An interesting sidelight on the necessity of loans to the captive coun- 
tries is the possible sources of financing which the Soviet Union might 
have used. Eastern Germany has agreed to pay reparations amount- 
ing to $210 million annually from 1950 to 1965. ‘These reparations 
are presumably payable in 1938 dollars which would about double the 
figure. These payments alone would more than care for the annual 
Soviet credits to the captive countries. Other possible sources of fi- 





“Supplied by European Division, Department of Commerce. B. H. Kerblay, The Eco- 
nomic Relations of the U. S. 8S. R. with Foreign Countries During the War and in the 
Postwar Period, Bulletins on Soviet Economic Development, No. 5 (series 2), March 1951, 
pp. 14-15 
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nancing are (through 1953) reparation payments by Hungary and 
Rumania and exports of products by Soviet-owned ‘and Soviet-con- 
trolled corporations in the captive countries. Whether these sources 
have actually been employed has not been made public. 

Another means of Soviet domination of economic life of the captive 
nations has been the mixed or joint (Sovrom)** company. Sovroms 
were companies of the Soviet Union and the captive countries, which 
were supposedly run on a 50-50 basis, with each partner making equal 
contributions and having an equal share in management and profits. 
These companies first appeared in 1945 in Hungary, Bulgaria, and 
Rumania following broad general agreements of economic coopera- 
tion with the Soviet Union. The great bulk of the capital contributed 
by the Soviet Union consisted of captured German assets or captive 
country properties it had acquired as reparations. The form of organ- 
ization of the corporations was as follows: 

The board of directors was composed of equal numbers of Soviet 
citizens and of citizens of the captive country. The chairman of the 
board was a citizen of the captive country; the vice chairman was a 
Soviet citizen. The general manager was a Soviet citizen; his assist- 
ant a citizen of the captive nation. The fact that the general manager 
was in charge of the daily operations of the company shows the pat- 
tern of Soviet control. 

Rumania was forced to accept more of this type of business 
organization than Bulgaria and Hungary. Sovroms were firmly en- 
trenched in all key sectors of the Rumanian economy as the following 
list attests: 


TITLE AND INDUSTRY 
Sovrompetrol: Oil. 
Sovromtransport: River transportation and shipbuilding. 
Tars: Civil aviation. 
Sovrombanc: Finance. 
Sovromlemn: Forestry. 
Sovromgaz: Methane gas. 
Sovromearbune: Coal. 
Sovromchim : Chemistry. 
Sovromeconstructie: Building. 
Sovrometal: Steel (heavy industry). 
Sovromtractor: Tractor (heavy industry). 
Sovromfilm: Film. 
Sovromasigurare: Insurance. 
Sovrom Utilaj Petrolifer: Crude oil processing and drilling equipment. 
Sovromnaval: Shipbuilding and repairs. 
Sovromquartz: Uranium. 


The first five companies were formed in 1945-46; then no more were 
formed until in 1948 and 1949. The last three listed were formed in 
August 1952. 

The dev elopment of joint companies in Hungary and Bulgaria was 
on a much smaller scale than in Rumania, although their struc- 
ture wassimilar. In Hungary, similarly constituted companies repre- 
sented Soviet interests in river navigation, civil aviation, bauxite min- 
ing, aluminum production and processing and oil properties. The 
Soviet Government has gained control over the Hungarian Credit 
Bank, but that is apparently outside the terms of formal agreements, 





48 Sovrom is actually the title for joint companies in Rumania only. It is used here to 
eharacterize the joint company regardless of geographic location. 
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In Bulgaria there were five companies, the Bulgarian-Soviet Mining 
Co. for uranium, Gorubso for exploitation of ores, oil, lead, zinc, and 
silver, Sovbolstroi for construction of industrial plants and worker 
housing projects, Tabso for civil aviation, and Korbso, with a mo- 
nopoly of all shipyards in Stalin, Burgas, and Russe.“ 

Between September 18 and November 6, 1954, the Soviet Govern- 
ment announced the liquidation of all mixed companies except Sovrom- 
petrol (Rumania). Free world sources attribute this action to Chinese 
pressure, 

The Soviet Union has had an important objective of inc reasing its 
own trade with the captive countries, and, secondarily, of increasing 
trade among these countries to the exclusion of Western Europe. So- 
viet trade statistics indicate that 75 percent of the foreign commerce 
of the Soviet Union was with China and the captive countries in 1951. 
In 1952 it reached 80 percent. The volume of Soviet trade with coun- 
tries of the Communist bloc tripled between 1938 and 1951 and the 
Soviet Union now carries on more than 50 percent of the intrabloe 
trade, whereas in prewar years it did little more than 20 percent. ae 
indicated above, this type of trade was negligible before World Wa 
II. Soviet sources show that the relative share of trade of the Sovie 
bloc countries increased from 12 percent of the total trade of these 
countries in 1937 to 65 percent in 1951. 


TABLE 64 Trade within the Soviet bloc? 1988-53 


[In percentage of each country’s total external trade 










1938 1948 1949 1950 1951 1952 1953 
Czechoslovakia 17 32 16 55 61 71 78 
Poland 41 | 4 58 67 70 
Rt nia 71 $2 83 80 85 S4 
Hu l +4 1 61 67 71 77 
Bul iia 15 x sv? Ru Ww &Y 86 
l S.S.R 9 42 61 66 7h SO SO+ 
Albania 5 s 410 100 1 101 4100 |4100 
East Germany 12 4] 51 63 78 Si 80+ 
Trade h other Eastern European countries, with the Soviet Union and with China 
Ivanov, N., Ekonomichesh Sotrudnichestvo 8. 8.8. R. so Stranami Narodnoi Demokratii, Vneshaia 
lorgovlyia 11, 1953 for the captive countries in all years and for the Soviet Union in 1952; Economie Bulletin 
for Euroy 1.2, No. 2,2d quarter 1950 and vol. 3, No. 2, 2d quarter 1952 for the Soviet Unionin 1948-50. 
Alt nd ast. Gert iy f ull year lay b found in Steph 1 Schattmann’s Trade Behind the Lron 
( Che Bank | D 53, p. 36 ittmann’s percentages ar ymewhat different 
for the other Eastern European countri but the discrepanci re not significant 
DP) 
‘ Soviet dat Free world sources indicate small amounts of trade with Albania in these years. In 
1952, for example, 57 countries reported exports valued at $73,000 and 65 countries reported imports 
ilued at $83,000 from Albania. Yugoslavia did not trade with Albania in 1952. 
Nove It is not known how pr for intra-area trade compare with world prices, and therefore whether 
the percenta shown accurately reflect changes in the distribution of trade However, the general trend 
wella rder f mag ude art nmistakable 


As the level of world prices has risen considerably during the period 
1938-53, the volume of trade of the Communist bloe with the free 
world has probably fallen by about 65 percent. Following are the 
trade figures of Western Europe with Eastern Europe (unadjusted 
for price changes) : 


"This discussion is based largely on the following sources: Sovroms, News from 
Behind the Iron Curtain, vol. 8, September 1954, pp. 16-22; U. S. Cong. House. Select 
Committee on Foreign Aid. Final Report on Foreign Aid, Washington, GPO, 1948, pp. 
388-392; Grzybowski, Kazimierz, Foreign Investment and Political Control in Eastern 
Europe (reprint from Journal of Central European Affairs, April 1953), pp. 19-26; 
Bronislaw E. Matecki Foreign Trade in the People’s Democracies of Central and Eastern 
Europe, New York, National Committee for a Free Europe, 1952, pp. 16-17. <An ex- 
tremely useful scholarly discussion of the technical organization and historical (as well 
is current) aspects of Soviet economic policy in this field may be found in Nicolas Spulber, 
Soviet Undertakings and Soviet Mixed Companies in Eastern Europe, Journal of Central 
European Affairs, vol. XIV, July 1954, pp. 154-173. 
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TABLE 65.—Trade of Western European countries with Eastern Europe, 1938 and 


1953? 
Year Exports Import 
1938 $703, GSO, OOF $921, 210, 000 
1953 646. SOO. 000 733. 300. 000 
1 Organization for European Economie Cooperation: Statistical Bulletins eries 1, Foreign ‘Trade. 


Paris, OEEC, September 1954, pp. 34-35 


Although most countries’ exports to Eastern Europe declined sig- 
nificantly, the exports of Denmark, Norway, and Finland (considered 
separately) are important exceptions. Of Western European coun- 
tries, the volume of exports from Denmark and Norway rose trom 
$16,500,000 in 1938 to $75,860,000 in 1953. Dairy products, fish, whal- 
ing products, and transportation equipment were the chief exports. 
Finland’s exports increased from about $15,300,000 in 1938 to $182,- 
348,000 in 1953. 

Imports of Denmark and Norway from Eastern Europe fell 30 
percent between 1938 and 1953. Finland exported 3 percent of her 
total exports to Eastern Europe in 1938 and 9 percent of her total 
imports came from there. In 1953 the ratios had risen to 31.4 and 54.4 
percent. Sweden’s exports to Eastern Europe declined by $51 million 
in 1953 over 1952. She imported $96,900,000 worth of goods in 1953 
compared with $39,030,000 in 1938." 

The trade policy of the Soviet Union, and perforce that of Eastern 
Kurope, has had a twofold purpose: (1) To strengthen the Eastern 
European bloc, both economically and politically; and (2) to disrupt 
the economies of the free world as much as possible. 

Fear and distrust of the free exchange of goods among nations has 
induced the Soviet Union to force her captives to trade as little with 
Western Europe as possible. Foreign commerce has been controlled 
by the formation of state trading agencies in the captive countries 
having a monopoly of foreign tr: ade. In atten ipting to prevent con- 
tacts with Western Kurope, the Soviet Union has reinforced her con- 
trol over Eastern Europe with a series of 5-year intrabloc trade agree- 
ments which augment the state trading monopolies. Payments and 
credit agreements have made trade much easier between Eastern Euro- 
pean countries than between East and West. The absence of East 
Kuropean countries from the European Payments Union, the trade- 
liberalization program of the Organization for European Economic 
Cooperation, and the United States program of economic aid to Eu- 
rope made relations more difficult. Furthermore, changes in the eco- 
nomic structures of Eastern Europe countries have reduced the volume 
of surplus mining, forest, and agricultural products which are avail- 
able for trade with the West. The emphasis upon industrialization in 
Eastern Europe has meant the shifting of domestic resources from 
agriculture to industry and the cutting of imports of consumption 
goods and the substitution of imports of capital goods and raw mate- 
rials, many of which are items of strategic value subject to embargo 
by the nations of Western Europe. 

The Soviet Union, however, has not found it possible to rely upon 
the Communist bloc for all of her needs. She must trade with the 





“Ibid., pp. 108-109. These figures compare closely with Department of Commerce 
estimates. 
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countries of Western Europe for capital equipment and for some raw 
materials, such as rubber, lead, tin, copper. She has found it neces 
sary to allot some of her production of capital equipment to the captive 
countries in order to minimize their trading with the West. Her pro- 
duction of about 689,000 tractors in 1946-50, for example, was only 5 
percent short of the goal, but, because of diversion of tractors from the 
Soviet Union to intrabloe agriculture, about 536,000 units were re- 
ceived in the Soviet Union instead of the 725,000 promised by the 5- 
veal plan, a shortfall of 26 percent. The Soviet Union was hampered 
by a shortage of export capital during the years 1946-50. 

It is not known on what precise date See ommunist bloe decision to 
encourage East-West trade was made, but sometime in 1951 primary 
emphasis was shifted to the broadening of the scope of international 
trade on the basis of removing obstacles to trade between the East 
and West. 

The International Economie Conference, which was held in Moscow 

April 1952, was, in some respects, a sign of Soviet interest in trade 
relations with Western Europe. It seems also to have been directed 
largely against the trade restrictions imposed by the United States 

and against the point 4 program. Contracts for trade signed during 
the meeting made acceptance of consumer goods trade contingent upon 
the shipment of strategic items to Eastern Europe and thus fell afoul 
of the strategic export control laws of Western Europe. 

In line with this policy of cooperation the Soviet Union and the 
captive countries have signed a number of bilateral trade agreements 
with Western European nations. The first quarter 1954 issue of the 
Economic Bulletin for Europe lists the following number of trade and 
payments agreements between Eastern and Western European nations 
(as of June 1954). 


Agreements Agreements 

Bulgaria 14 Poland 16 

Czechoslovakia 15 Rumania. . 12 
Eastern Germany 70s ian are . 

; Ss. S. R { 

Hungar} in 8&2 bey 13 


The Soviet Union alone has completed the following trade agree- 
ments with Western European nations since June 1954 (for earlier 
agreements see appendix). 

On July 18, 1954, announcement was made of a Finnish-Soviet pact, 
which had been signed the day before. The agreement projected the 
increase of Soviet imports from Finland from $145 million in 1954 to 
$147.5 million in 1956. A long-term agreement called for their pro- 
gressive increase to $160 million in 1960. Soviet exports are to be $40 
million a year less than her imports. Finland’s exports to the Soviet 
U — are to be products of the shipbuilding, engineering, cable, and 
other branches of the metalworking industry; prefabricated houses: 
sawn timber; pulpwood; cellulose, paper, and cardboard and paper 
goods. Her imports from the Soviet Union are to consist of cereals, 
sugar, fodders, synthetic fertilizers, liquid and solid fuel, metal, rolled 
metal, cotton, chemicals, and furs. 

On October 2, 1954, the Soviet Union and Yugoslavia signed a short- 
term trade agreement on a barter basis for the exchange of non- 
strategic materials. The trade pact, which is valid until the end of 
1954, called for Yugoslavia to export meat, tobacco, ethyl alcohol, 
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hemp, and calcium soda in exchange for crude oil, cotton, manganese, 
and newsprint. No estimate of the total value of goods to be ex- 
changed was given. 

Britain and Hungary also signed a trade pact August 19, 1954. The 
agreement called for ‘the exchange of eee ($29,400,000) in 
food and goods for the 12 months, September 1, 1954-August 31, 1955. 
The United Kingdom will export £5,000,000 "es $,000,000) worth of 
wool tops, rayon yarns, pharmaceuticals, machinery, vehicles, tin- 
plate, and electrical equipment to Hungary. From Hungary the 
United Kingdom will get £5,500,000 ($15,400,000) worth of tomato 
puree, rice, eggs, canned meat, bristles, and manufactured goods. 

Since the Economie Commission for Europe discussions of Kast- 
West trade in April 1953, the Soviet. Union and her captive countries 
have been much more successful in trade policy largely because con- 
sumer goods in limited quantities have teas ‘listed in most of the 
trade agreements undertaken. This apparently has been done with 
a twofold purpose: (1) in order to get strategic and semistrategic 
items it has proved necessary to accept some consumer goods; and (2) 
because of its propaganda value in Western Europe. With the death 
of Stalin there appears to be concern over the plight of the consumer. 

Beginning about October 1953, the Soviet Government began ship- 
ping gold to London, Zurich, and Amsterdam. Although there is 
much diversity of opinion, many competent European authorities 
seem to think that one reason was an internal crisis in the Communist 
bloc. The shrinkage of East-West trade in recent years would seem 
to indicate that the countries of the Communist bloc have not suffi- 
cient surplus commodities to pay for increased imports from the West 
hence, the shipment of gold, manganese, platinum, oil, chrome, and 
some machinery. Gold, however, seems to be the only commodity that 
the Communist bloc can offer in abundance. It seems likely, therefore, 
that increasing quantities will be shipped to Western E urope in pay- 
ment for consumer goods, ships, and whatever else the Communist 
bloe can entice the free world to ship to them. Various estimates 
have placed the shipments in 1953 at $150 million to $200 million. The 
Soviet Minister of Trade, A. I. Mikoyan, has indicated that future buy- 
ing of consumer goods from non-Communist countries may be in the 
neighborhood of $330 million annually. Present indications are that 
a substantial part of this amount would have to be paid for in gold. 


BALANCE OF PAYMENTS 


In prewar years the portion of Eastern Europe now in the Soviet 
orbit had a trade surplus with Western Europe which was used to 
finance imports from primary producers and from the United States, 
and also to service loans. In postwar years the Communist bloc has 
had a favorable balance with Western Europe and with the United 
States which has been used to finance purchases from primary pro- 
ducing countries, particularly in the sterling area. Eastern bloc 
countries maintain balance in their trade with most OKEC countries 
by virtue of the bilateral treaties which they have negotiated with 
them. Reparations payments (until 1953) prevented large deficits 
in Soviet Union trade with Finland. In 1953, the Soviet Union made 
fairly large shipments of gold, platinum, and silver to Western 
Europe in “spite of the fact that the United Kingdom deficit with the 
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Soviet Union rose by $42 million, i. e., from $89 million to $132 mil- 
lion. As stated above, estimates of Soviet gold sales range from 
$150 million to $200 million. One author traces this action to the 
fact that in 1953 the Eastern bloc had a deficit with OEEC countries 
other than the United Kingdom for the first time, that the Swedish 
loan of 1946 ran out in 1953, that the surplus with the dollar area 
declined in 1953 and that East European orders increased at the end 
of the year.” 

Eastern European balance of payments figures are difficult to ascer- 
tain. The Bank for International Settlements in its latest report 
states: 

The significance of the exchange rates of Eastern European countries is un- 
known, since there is virtually no information about trade and payments in 
these countries. What is known is that all Eastern European currencies, except 
that of Albania, are now theoretically linked to the ruble by gold; but this 
does not in itself mean that a system of multilateral payments has been put into 
operation.” 

Some authors have speculated that the Soviet Union has built up 
a trading area similar to the sterling area.® Opinions differ as to 
whether this is true. 

Although some authors maintain that there is complete transfer- 
ability of ruble balances between members of the Communist bloc, 
there is certainly no transferability or convertibility into western 
currency or gold. 

Following is a tabulation of available balance of payments figures 
for Communist-bloc countries: 


[Millions of currency units] 


Surplus | Surplus 


Surplus (+) or (+) or 

Country Years Currency Exports | Imports of a os oon 

ports (—)| service current 

item account 
Bulgaria 1938 Leva 5, 580 4, 930 +650 
1946 14, 490 17, 510 2, 570 
1947 24, 530 21, 420 +3, 110 
1948 26, 200 32, 000 —5, 800 

Czechoslovakia 1937 Koruna 11, 972 10, 989 +983 583 +400 
1946 14, 283 10, 308 +3, 975 
1947 27, 980 33, 480 —5, 500 +2, 250 —3, 250 

1948 37, 648 37, 716 68 
Hungary 1038 Pengo 522 411 +111 
1946 Forint 420) 371 +40 
1947 1,042 1, 453 —411 
1948 1, 933 1, 975 —42 
Poland 1938 United States dollar 224 245 = ZI 
1946 127 146 —19 
1947 248 317 69 
1948 480 540 —60 


! Bank for International Settlements. 19th Annual Report, Apr. 1, 1948-Mar. 31, 1949, Basle, June 13, 
1949, pp. 98-99. Czechoslovakia and Poland are available in more detail in International Monetary Fund, 
Balance of Payments Yearbook 1948 and Preliminary 1949, Washington, IMF, 1950. These tables are not 
used here in order to be consistent in the use of sources, Czechoslovakia is still a member of the fund, but 
proceedings to oust her because of failure to provide necessary information to the fund were undertaken at 
the annual fund meeting in Washington, D. C., September 1954. Czechoslovakia ceased to be a member 
of the fund at the close of business, December 31, 1954. Poland resigned from the fund in 1950 

‘Maddison, A., East-West Trade, Bulletin of the Oxford University Institute of 
Statistics, vol. 16, Nos. 2 and 3, February and March 1954, p. 90. 
Bank for Internationai Settlements, 24th Annual Report, April 1, 1953,—-March 31, 
, Basle, June 14, 1954, p. 132. 
V. L. Horoth, Trading With * * * the Ruble Area, Magazine of Wall Street, vol. 93, 
February 20, 1954, pp. 611-613, 638; Ruble New Political Weapon, United States News 
and World Report, vol. 28, March 10, 1950, pp. 52-54; Integration Behind the Iron 
Curtain, Statist, vol. 151, March 11, 1950, pp. 302-303; Mikhail V. Condoide, Economic 
Implications of Revaluation of the Ruble, Problems of Communism, vol. 1, No. 3, 1952, 
pp. 4-8, Stephan Schattman, Trade Behind the Curtain, Banker, vol. 101, December 1953, 
pp. 359-366. 


1954 
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The balance of payments of Albania has always been characterized 
by an excess of imports over exports. To pay for these excess imports 
the country has, in the past, relied on emigrant remittances, largely 
from the United States, and the tourist trade. The rest of the deficit 
was financed in prewar years by Italian loans. Today Albania ap- 
pears to be dependent upon the Soviet Union for this financing. 

The balance of payments of Finland and Yugoslavia, both of which 
are geographically Eastern European countries, but are not members 
of the bloc, follows: 


Finland—Balance of payments 


[Millions of markkas] 


Surplus (+ Surplus 
Surplus of ex- plus (+ oe 





Year Exports Imports ports (+) or or deficit (—) | or deficit ( 
imports ( on service on current 
items wccount 
1938 _ - &, 590 165 +575 +410 
1946 ! 24, 270 ,» 220 +1, 850 +430 
1947 ! 46, 970 720 +1, 925 +1, 205 
1948 ! 66, 369 —9, 864 
1949 ! 69, 500 4, 480 +-6, 020 +1, 540 
1950 ! a 82, 180 89, 730 7, 550 +1, 760 5, 790 
1941 ! = 187, 210 156, 520 +30, 690 +-3 040 +33, 370 
a 4 156, 910 182, 840 — 25, 930 +4, 640 21, 290 
1953 ! 131, 500 122, 900 +8, 600 +2, 400 +11. 000 


1 Excluding exports for reparations payments and commodities surrendered in compensation for German 
assets. 


Source: Bank for International Settlements. 19th Annual Report, p. 98; 23d Annual Report, p. 117; and 
24th Annual Report, p. 111 (1950-53 
Finnish reparations payments to the Soviet Union amounted to a 
total of 83 billion Finnish markkas—about $700 million, divided over 
8 years of payments, as follows: 


Finland—Reparation deliveries to the Soviet Union* 


Billions of Billions of 
Year: Finnish markkas | Year—Continued Finnish markkas 
FON cckcncn Wetted sien 0.3 iid michistiies cai ntemmesaapialiiied 13. 6 
DO saint ne 7.0 1950 ie sciatic 9.2 
TE iin tarcncs vice dba tp cbtpenenbendtbenicrken 9.8 1951 iescin ccs psiirdoeacesreasnaceee maa 
bt bess ws oe eee 12.5 —- 
NOMS Se ious TE With os. Sse ee 83. 0 


1 According to the Institute of Economic Research. 


Source: Bank for International Settlements, 22d Annual Report, Apr. 1, 1951, to Mar. 31, 
1952, Basle, June 9, 1952, p. 113. 
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Yugostavia—Balance of payments 


Millions of dinars] 


Surplhis of 
Ye Tae exports (+) 
Import Exports ar tenniita 
(—) 
1Y3S8 4 049 5, 047 TUS 
194¢ 1, 744 2, 789 +1, 045 
+4 8 272 8, 642 +370 
1948 15, 782 | 15, 112 ~670 
1949 14, 576 9, 613 4 O65 
1950 11, 79 7, 930 3, 861 
1951 12, 110 9, 184 2, 926 
1952 73, 958 111, 925 37, 967 
1953 55, 392 118, 272 —62, 880 
1 The rise in value beginning January 1952 is due mainly to a change in the conversion rate of the di 
from 50 to 300 per United States dollar 
Source: Bank for Internationa! Settlements 22d Annual Report, \ r. 1, 1951 to Mar. 31, 1952, Bas 
June 9, 1952, p. 119; 23d Annual Report, Apr. 1, 1952 to Mar. 31, 1 , Basle, June 8, 1953, p. 115; f ‘ited 
Nations Statistical Office, Monthly Bulletin of Statistics, vol vill 4) yril 1954, p. 103 


FACTORS AFFECTING EAST-WEST TRADE 


The resumption of East-West trade has faced a number of retarding 
factors which have been instrumental in changing the emphasis of 
economic relations between Eastern and W estern E urope. Imme- 
diately following World War II the physical devastation wrought by 
that conflict he ampered the resumption of trade between Western and 
Eastern Europe in timber, foods, and fuels, as well as industrial 
materials. Heavy reparations absorbed a large part of the output 
of the former allies of Germany. Out of sheer necessity new trade pat- 
terns emerged in intra-Eastern European economic relationships. In 
the first few years following the war bad weather curtailed the crops 
available for trade with Western Europe. Production was slow in 
reaching prewar levels, especially in Eastern Europe. As late as 1949 
the production of lumber and grains—the two largest Eastern Kuro- 
pean prewar exports—had not reached prewar levels. 

Until the latter half of 1953 the settlement of balances of trade be- 
tween Eastern and Western Europe in gold had been rare. Non- 
essential spending has been discouraged, especially in Eastern Europe, 
but also, to some extent, in Western Europe. Dollar markets have been 
available for many of the items which might have been traded. Sur- 
pluses earned by the Eastern European countries (especially the 
Soviet Union) in trade with the United States have not supplied a 
large dollar balance which might be used for payment in trade with 
the Western E uropean countries. 

The rapid industrialization undertaken by Eastern European coun- 
tries should normally lead to large imports of capital goods from 
Western Europe, but Soviet policy has been to discourage the invest- 
ment of funds from Western Europe in the industries of the captive 
nations. This has necessitated alternative financing by the diversion 
or reduction of Eastern E — export potentialities. This pro- 
gram is tied in closely with Soviet attempts to make the Communist 
bloc an economic ally self-sufficient area. 

Bilateral treaties have seriously restricted East-West trade. They 
limit the amount and the kind of trade which may be conducted. 
Eastern European countries have found it difficult to export enough 
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goods to carry on barter agreements. It has been found practically 
impossible to balance trade between individual countries, Soviet bloe 
countries have failed to live up to their promised deliveries in some 
cases. 

Western European nations have found it diflicult to deal with the 
state trading monopolies of the Communist bloc. Interminable prob- 
lems of pricing, delivery dates, spare parts, grading, inspections, and 
many other ditliculties continually recur. 

Needless to say the strategic controls established by the United 
States and the countries of Western Europe have seriously hampered 
East-West trade. It has been strategic materials that the Soviet 
Union and her captive nations have been most eager to trade. So long 
as the cold war continues these controls will be retained and will con- 
tinue to deter trade. 

Politically, too, Western European nations have hesitated to become 
too dependent upon the products of Eastern Europe. They fear Soviet 
trade tactics, such as the dumping of Soviet and satellite goods until 
markets are ruined, Also, it has been pointed out that the Communist 
bloc can shift orders about from country to country in such a way as to 
create crisis, unemployment, and political difficulties. 

Other reasons could be pointed out as factors making East-West 
trade relatively unimportant as a significant part of world trade, 
but those discussed above are perhaps the most important. A simple 
enumeration of the factors could be (1) Iron Curtain and (2) Battle 
Act and similar restrictions. 


FRADE LIBERALIZATION IN WESTERN EUROPE 


Western European countries have been forced to employ import 
restrictions since World War II. The most obvious use has been 
against the dollar, but there have also been restrictions against neigh- 
boring countries in Western Europe. Many nations have placed bans 
on the importation of luxury items. Import licenses have been re- 
quired which have been granted for only limited amounts of all goods 
except those essential for the industry of the country. Sometimes 
quotas have been placed upon the importation of specified items. It 
was evident to all that trade must be liberalized, but that a prepara- 
tory step in the form of a payments system was necessary. 

Before 1949, the OEEC countries conducted their trade with one 
another largely under bilateral-trade quota and bulk-purchase agree- 
ments. The creation of a multilateral-payments system as called for 
in the Marshall plan program did not guarantee multilateral trade. 

One step, however, fied already been taken. Most of the Western 
European nations joined with the United States and other countries in 
the international trade agreement which has become known as GATT 
(General Agreement on Tariffs and Trade). This general agreement 
was created primarily to afford machinery for reducing world trade 
barriers during the period that the proposed International Trade 
Organization could be agreed to and ratified. It has, in reality, be- 
come the major body of international cooperation in the field of reduc- 
ing world trade barriers. Czechoslovakia is the only Soviet-bloc 
member of the general agreement since the withdrawal of China in 
1950. The United States has adhered to the provisions of the GATT 
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although Congress has never officially approved United States mem- 
be ship i in the organization. 

However, as demanded by the Marshall plan, there was also a West- 
ern European program for trade liberalization. Briefly it is organ- 
ized. as described below. 

The program of Marshall aid for the first full year, July 1, 1948, to 
June 30,1 1949, included some $800 million to be applie 1d to the working 
of the intra-FKuropean payments scheme. This action shows that the 
maintenance of intra-European trade was an integral part of the Mar- 
shall plan. 

The European Payments Union (EPU) was founded in 1950 to 
operate a clearing system for intra-European payments and to provide 
credits for the settlement of a part of the resulting net balances, the 
remainder to be settled in gold on an agreed scale, to inaugurate a 
scheme for the liberalization of trade and to encourage the mutual 
discussion and settlement of internal economic and financial problems. 
It succeeded an earlier intra-European payments scheme which had 
been based on a system of bilateral and multilateral “drawing rights” 
linked to a corresponding firm allotment in ECA dollars to the creditor 
nation making the drawing rights available in its own currency. 

The European Payments Union received $350 million (later in- 
creased to $361 million) allocation from the United States Government 
to maintain its solvency. But the monetary approach had to be sup- 
plemented with direct attacks on the jungle of trade restrictions which 
were in existence. 

In a series of ~ ‘isions in July, August, and in November 1949, the 
Organization for European Economie Cooperation (OEEC) deter- 
mined to bring about a progressive removal of trade restrictions. 

The November decision st ipul: ited that 50 percent of trade on private 
account between member countries should be free. The percentage 
was to apply to each of three groups: (1) Agricultural products, (2) 
raw materials, and (8) manufactured goods. It was to be related 
to a base year: 1949 for Germany and 1948 for the other countries. 

So successful was this stipulation that the percentage to be freed 
was raised to 60 percent in January 1950. This was to be effective 
after the formation of the European ne nts Union (EPU). This 
obligation became effective on October 4, 1950. After that date all 
trade measures between the participat ce ‘ountries were to be on a non- 
discriminatory basis. 

As from February 1, 1951, it was decided to raise the liberalization 
of trade to 75 percent. A: slight change was made in the three groups: 
It was decreed that no group should fall below 60 percent liberalization 
and that the total for all groups should be at least 75 percent. This 
was done primarily because of the difficulty of raising the minimum 
requirements in the agricultural group. This liber alization was to be 
completed by August 1951. 

Following is a table showing the extent of liberalization as of April 
1954: 
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TABLE 66.—Degree of liberalization of intra-European trade * 


{In percentage ? 


j 
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August 1951 
intended 
Countrie date - April 1952. April 1953 | April 1954 
conclusion 
of 75 percent 
Stage 
Austria None None None 65 
Belgium-Luxembourg 7 75 90 87 
Denmark 6 65 76 7e 
France rf 52 
Germany 77 90 90 
Greece None None None 5 
Iceland 41 $1 ‘ 29 
Ireland 75 75 75 77 
Italy 7¢ 77 100 100 
Netherlands 61 75 82 93 
Norway-- 51 75 75 75 
Portugal 83 s4 93 93 
Sweden 75 7 1 91 
Switzerland 75 7 91 92 
Turkey 63 63 ‘ 
United Kingdom 90 46 ) 80 
Important measures of liberalization taker 195 1 1954 
Liberaliza T 
Country Date percent 
otified 
Austria 1953—July 35 
December 50 
1954— March 60 
A pril 65 
France 1953— October 8 
December 18 
1954— April 52 
Iceland 1953—October 29 
United Kingdom 1953— March 59 
November 75 
1954— March 80 


? Imports on private account free from 


all quantit 
from other Western European countries. 


itive restrictions as 


1 percentage of tot 


il priv 


ite in ports 


3’ The Benelux countries have decided to put into force a common liberalization list which should cover 87 
percent of their trade in 1948 (75 percent contractual and 12 percent autonomous The date of the entry into 
force of the list had not yet been fixed in May 

4 Suspended. 

5 In July 1953 Greece, acting independently, abolished all quantitative restrictions. 

Source: Bank for International Settlements, 24th Annual Report, Apr. 1, 1953 to Mar ‘4, Basle, 


June 14, 1954, p. 117. 


Germany, France, 


and the United Kingdom have been forced to 
reduce the liberalization provisions undertaken. 


Germany found in 


February 1951 that her balance-of-payments difficulties could not be 
solved by internal credit measures alone, but circumstances permitted 
equilibrium to be established and by April 1, 1952, the degree of 
liberalization was back to 75 percent. In November 1951 the United 
Kingdom, faced with substantial losses of reserves, lowered the degree 
of liberalization to 61 percent and in February 1952 to 46 percent. 
By March 1954 she was able to liberalize 80 percent of her private 
trade with OEEC countries. In February 1952 France, facing 
balance-of-payments difficulties, suspended all liberalization. In 
April 1954 the French Government liberalized to an overall ratio of 
52 percent: 65 percent for raw materials, 45 percent for foodstuffs, 
and 42 percent for manufactured goods. 
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SUMMARY 


Eastern European trade with Western Europe has not reached its 
prewar level for a number of reasons. The most significant reason 
seems to be the increase of intra-Soviet bloe trade which has absorbed 
Eastern Europe’s surpluses which were formerly imported by the 
Western European nations. This has made it necessary for the peo- 
ples of Eastern Europe to substitute products grown or produced 
within their own areas and they have become (to some extent at least) 
familiar with these substitute products. Economic policies and plan- 
ning programs of the Eastern European countries have absorbed the 
surpluses above those used in intra-Eastern bloc trade. These policies 
have hampered agriculture, for example, by the movement of large 
groups of the farming population to the new industries which each 
country of Eastern Europe is attempting to establish. New indus- 
tries, and the expansion of old industries, require many of the raw 
materials which were formerly used in international trade. Trade 
has been restricted as a counterpolicy to Western Kuropean control 
of the shipment of strategic materials to the Soviet bloc. Reparations 
have played an important part in making Finland, Hungary, and 
Rumania dependent upon the Soviet Union for markets. Finland, 
especially, was forced to establish new industries to provide Soviet de 
mands for reparations. After the conclusion of reparations payments 
Finnish heavy industry was found to be too high cost to compete 
with other countries in Western markets. 


POSSIBLE TREND OF EAST-WEST TRADE 


East-West trade will probably increase in the next 10 years barring 
war. Estimates have been made that it might rise as much as $300 
million a year, but that figure seems excessive. There seems to be little 
prospect of large increases in Eastern European exports to Western 
Europe except in Soviet wheat, Soviet and Rumanian petroleum, 
Polish coal and timber. Soviet gold, manganese, and fur might be 
used to finance some trade; the great stumbling block to increased 
trade (without considering strategic trade controls) is the lack of 
means of payments by Communist-bloc countries for the imports of 
capital equipment, consumer goods, and raw materials that they 
require. 

It seems inevitable that there will be some rise in East-West trade. 
How much depends upon both political and economic factors. The 
present program of autarchy in Eastern Europe makes transitory any 
real increase in East-West trade unless more attention is paid to the 
plight of consumers in the Communist bloc. Soviet policy of import- 
ing capital equipment items until a local industry can be established 
then cutting off imports would seem to point to eventual curtailment 
of much trade. The present buildup in Eastern Europe of intrabloc 
trade is another barrier to East-West trade relations. 

The most immediate characteristics of East-West trade since World 
War II have been the low share of Germany in the trade, the decline 
in the trade of Austria, Switzerland, and Greece whose trade was 
chiefly with the captive nations, the growth of the trade with the 
Scandinavian countries (except Sweden) and the fluctuating trade 
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with the United Kingdom, Canada, and the United States. Follow 
ing is a tabulation of Eastern Europe’s trade balances: 


Eastern Europe's trade balances 


In m yns 


| 
With 1938 1948 st | 1952 | 
| 
eiukinsiien 7 a 
United Kingdom +84 | t-Of 0 | 154 8 
Rest of OEEC______. | +133 | 258 27 2 1 
Finland__..- ele | +11 | 6 16 | 14 20 
Overseas sterling area 117 3 | 19 59 
United States and Canada —2 21 S| 3 i4 
| 
NOTE lhe figur re take the trade returt ( itries t1 ith } I 
the United Kingdom, OEEC Europe, the United Stat nd Canada, the f e derived nO} 
Foreign Trade bulletins, series I. | I ind from Directi of Internation cle rt 
Seas sterling area from Commonwea!th and Sterling Area (73d and 72d St t | Abstracts O 
tion of the overseas sterling area i little arbitrary a ex i e United iom, I nd, J 
Burma, and Iraq, but includes the Anglo-! tian Sud For the United St unc ida, tt 
balance is the difference between f. 0. b. imports and exports; for other areas, it the difference be 
ec. i. f. imports and f. 0. b, expo A plus sign. it tes a favorable East European balanee 
Source: Maddison, A., East-West Trade, Bulletin of the Oxford Univer I 


16, February and March 1954, p. 90. 
H. Money. BANKING, AND STATE PLANNING 


INTRODUCTION 


To understand money management in Eastern Europe, it is essen 
tial to realize that Central State planning is the economic character 
istic which is most different from the United States and Western Eu- 
rope. As one author has defined it: 


In the Soviet context, a 5-year plan, however, is more than an estimate or 
forecast of production, prices, employment, and other related matters; it is a 
detailed order or directive to each plant, factory, mine, or farm manager with 
respect to what each productive unit is expected to produce and at what cost, 
at what price the commodity can be sold, and how many articles are to be 
produced.” 


In the words of Alexander Baykov, planning presupposes : 

(1) The formulation of the aims pursued by the plan. 

2) The existence of planning machinery. 

(3) The knowledge of what exists, that is, of the conditions prevailing at 
the start, of their elements and interdependence which will serve as a basis for 
the plan. 

(4) The drafting of the plan, i. e., the embodiment of the general aims in 


concrete tasks, the fulfillment of which will result in the plan itself being 
fulfilled.” 


These four conditions allow for the drawing up of a plan, but do 
not assure that it will be carried out. 

The following conditions are necessary to make planning effective : 

(1) The decision of the authority in power to carry out the proposed 
plan, i. e., the official approval of the plan and the issue of instructions 
and orders to put it into effect. 


5+ Condoide, Mikhail V., The Soviet Financial System: Its Development and Relation 
With the Western World, Columbus, College of Commerce and Administration, Ohio State 
University, 1951, p. 9. 

5% Baykov, Alexander, The Development of the Soviet Economic System, Cambridge, Cam 
bridge University Press, 1946, p. 423. 
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(2) The means of enforcing the execution of the plan, which must 
include the possibility of controlling the course of its fulfillment and 
of imposing penalties for failure to carry out orders issued by the 
planning authorities.*® 

In the discussion which follows the most attention will be focused 
on the Soviet Union since that is the model for all planning systems in 
the Communist bloc. 

Other than to list them, little attempt will be made in this section 
to discuss in detail the measures employed by the Soviet Union to 
enforce compliance with its economic program. 

Phe economic machinery and controls utilized today by the Soviet 
Union to secure compliance include : 

|. The development of economic policies and the coordination of 
economic operations by the Presidium (formerly Politburo) of the 
Communist Party, exercised through the Economic Council of the 
Council of Ministers in peacetime and the State Defense Committee 
in time of war. 

2. General economic planning by the State Planning Committee of 
the Soviet Union and substitute organs in the production ministeries 
and the Union Republics. 

3. Economic mobilization planning by the ministries of the armed 
forces and their research institutions, implemented through special 
departments in every economic enterprise, which earmark personnel 
and facilities for immediate transfer to the armed forces, and which 
prepare the remaining resources for conversion to military production. 

t. An elaborate program of research, development, and standardiza- 
tion under the direction of the Academy of Sciences of the Soviet 
Union, the All-Union Committee of Standards, and the State Com- 
mittee for Construction Affairs. 

5. Extensive direct controls of labor, embracing an informal pass- 
port system covering all residents of urban and “sensitive” rural areas, 
an allocation of urban housing space solely to employees in given 
enterprises, and the reinforcement of minimum hours of work and 
labor discipline through legal penalties, fines, and imprisonment for 
violations. 

6. The assurance of minimum agricultural supplies for the elite 
and the armed forces by a system of state farms and for the urban 
population generally by forced deliveries at nominal prices from 
collective farms. 

7. The control of scarce resources (metals, fuel, electrical power, 
etc.) through a system of allocations. 

Ss. An enormous sales tax (up to several hundred percent) permits 
tight regulation of consumer demand. 

9. The capital market is monopolized by centralized state institu- 
tions, and this monopoly is enforced by prohibition on loans by both 
private citizens and state trusts. 

10. No less than six overlapping and, to a considerable degree, com- 
peting organizations have the authority for the overall inspection, 
surveillance, and punishment of economic bodies. 

11. Nevertheless, quasi-legal and frankly illegal activities are an 
integral part of the Soviet economy. Hoarding, the import of over- 
quota labor by contracts with collective farms, rather than through 


% Ibid. 
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direct employment, passport forgery, and black-market dealings are 
often the only ways in which managers can meet their goals. 

In a report. of limited length, it is impossible to do much more than 
mention these : aspects of economic Pp yanning and control. Only those 
measures are treated in this section which affect directly money, bank- 
ing, the national accounts, and foreign exchange. 

The state planning committee (Gosplan) of the Soviet Union has 
general supervision of the national economic plan. It receives general 
directives from the central committee of the Communist Party and the 
party congresses. On these it bases its 5-year and annual plans. 
There are various levels of planning down to the individual plant, but 
each level largely carries out the orders of the next higher echelon of 
industrial organization. 

Since 1953 there has been a definite movement in the Soviet Unioa 
and in the captive countries to decentralize planning. The commodi- 
ties directly allocated by ths central government in the Soviet Union 
have been drastically cut. Many quarterly and monthly plans have 
been abolished. Thousands of decisions pacer made on the na- 
tional level are now made by local organizations. Czechoslovakia has 
most closely approximated the Soviet Union in this program. 

A total economic plan includes many parts. One author has divided 
the economic plan into 14 divisions y hich cover the whole economic 
activity of the Soviet Union. Broadly speaking, these may be 
divided into five (general) clatcitibaticinn: | 1) Production, costs, em- 
ployment, and wages; (2) capital Saiihietacielae 1 3) state budget; (4) 
credit plan; and (5) cash plan. The output vii sets goals for the 
provision of goods and services. There are also a financial plan for 
_ economy and budgets for capital and labor. Each of these plans 
is a division of the economic plan. 

The financial plan (which is most closely connected with money 
management) is really the production plan expressed in terms of 
money value. There are three parts to the financial plan: (1) The 
credit plan; (2) the cash plan; (3) the budget. The functions of the 
plans are as follows: (1) The credit plan governs the granting of 
short-term and long-term credits by the banking system to industry 
and to other enterprises; (2) the cash plan regulates the amount of 
currency that the state bank is authorized to issue with the aim of 
keeping it in line with currency needs; and (3) the Government budget 
which attempts to balance receipts and expenditures the same as the 
budgets of the free world. It differs from the United States budget 
and those of Western Europe in that it applies to a much larger pro- 
portion of the economy. 

Economies of the captive nations have changed to the same general 
type of planned economy as the Soviet Union. 

In Western Europe, on the other hand, planning is not the dominant 
factor in the economy. True, there is much planning, in capital in- 

vestment especially, but the planning programs of Western Europe do 
not specify a program for the entire economy stipulating how much 
will be produced, what the prices will be, where labor can and cannot 
work, ete. 

An interesting facet of planning as practiced in Eastern Europe is 
the difficulties faced by individual firms in attempting to meet their 





St Schwartz, Harry, Russia’s Soviet Economy, New York, Prentice-Hall, 1954, pp. 161-162. 
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production goals. As one author has pointed out, each firm faces 3 
problems in attempting to reach its planned production : (1) Peren- 
nial commodity shortages; (2) an irrational price system; and (3 
complex administrative cae over many detailed aspects of the 
firm’s activity.®® 

Each firm strives to build a safety factor in all parts of its plan so 
that its whole resources will not be required to meet the planned output. 
There are numerous ways in which this can be achieved, such as an 
overstatement of the resource needs, holding back production over that 
required, padding of estimates, hoarding of materials, etc. 

A second difficulty is what Berliner has called simulation, i. e., the 
practice of simulating successful performance by deceptive devices 
such as producing the wrong assortment of products, falsifying ac- 
counting of goods in process, lowering the quality of output and mis- 
appropriation of funds. 

Third, the use of personal influence to obtain favors to which the 
person or firm is not entitled, called blat.°° This practice is most 
important in industrial procurement. The state or its agencies allo- 
cate most major oaaeaiidin’ by 1950, over 1,500 commodities were 
directly allocated in that manner. Each consuming firm receives an 
allocation order which it must present to the producer before he (the 
producer) can sell the specified amount of materials to the con- 
sumer. It is here that blat enters the picture. By using blat a firm 
may get more products than specified by the plan; if it has no alloca- 
tion order procured through regular channels it may be able to get 
needed items; and it may obtain part of its requirements if it has no 
allocation order. Blat is also used to achieve priority over other 
firms. Blat has been described as follows: 

Blat plays a role not only in procurement, but in obtaining easier production 
tasks, in facilitating financial operations, in inducing inspectors to be generous, 
etc. Blat plays an even greater role in the personal enrichment of people and 
in gaining private unlawful privileges than it does in the operation of the firm. 
It is an essential thread in the fabric of society.” 


BANKING SYSTEMS 


The banking structures of Eastern Europe are in many respects 
similar to those of the free world. They differ from the central and 
commercial banks in free countries in that their activities are dictated 
by the economic plan. 

Strictly speaking, there is no central banking in the Communist 
bloc. Central banks there exercise some of the functions which have 
come to be accepted as the attributes of central banks such as note 
issue, the almost exclusive administration of foreign exchange, etc. 
But the central banks are also the commercial banks in Eastern Eu- 
rope so that they do not have one of the distinguishing characteristics 
of free world central banks, the safekeeping and management of the 
reserves of the commercial banking systems. 

Nor is there monetary management by the central banks of the 
Communist bloc nations, at least in the conventional sense of the 
term. The central bank has little or no influence over the money 


ST 


*8 Berliner, Joseph S., The Informal Organization of the Soviet Firm, Quarterly Journal 
of Economics, vol. LXVI, August 1952, p. 353. 
® Blat (pronounced blaht) is untranslatable. 
’ Berliner, op. cit., p. 358. 
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supply through the cost of credit and the volume of reserves of the 
banking system. This, of course, requires a market mechanism which 
is missing from the Communist bloc. There is, in the Soviet bloc, 
monetary planning through the financial plan (described above) 
rather than monetary management. 

Eastern European banks have little power to determine their own 
policies and operations; their activities are shaped in such a way that 
they synchronize with the economic and soc iopolitical life of the 
country. 

One author has described the Soviet banking system as follows: 

In its essence, the organizational structure of the Soviet banking system is 
a simple one, paralleling closely the functional subdivision of financial tasks: 

1. Note issue, commercial banking services to economic entities and to the 
state treasury, and financial relations with foreign countries are performed by 
the state bank (Gosbank). 

2. Long-term investment of funds is undertaken by the four so-called special 
banks, each serving its own sector of the economy. 

3. Banking and similar services to individuals are furnished by the network 
of savings banks.” 

The other economies of Eastern Europe have established banking 
systems similar to that described above. 

Banking’s role in the Communist bloc is to secure the financial 
means necessary to insure the functioning of the plan and at the same 
time to supervise implementation of the plan through financial con- 
trol, i. e., to make credit available and to insure the repayment of 
that credit. 

The interest rate does not serve the same purpose in Eastern as in 
Western Europe where it functions as a regulator of the volume of 
credit and currency. The purpose of the interest rate in the Soviet 
bloc nations is to permit the banks to limit excessive borrowing by the 
socialized enterprises and to earn income to cover their operating ex- 
penses as well as to accumulate reserves. Interest also is paid, as in 
the free world, to encourage individuals to save and to stimulate in- 
vestment in state bonds by banks and by individuals. State-owned 
enterprises do not pay interest on the funds which are provided by 
the state to cover the requirements for fixed capital and for their 
minimum working capital. 

The bulk of the funds used to finance the large investment programs 
as well as other activities of a nonconsumption nature are funneled 
through the budget of the state which, in turn, works through the 
banking system. In Eastern Europe the largest source of budgetary 
revenue is the turnover (sales) tax. 

In the Soviet Union and the captive countries the banking and 
money system is also used as a means of redistributing the n: ational 
income to the end that is most favorable for strengthening the economy 
of each country as a whole. 

From the standpoint of the individual enterprise the banking 
system functions as follows: 

Each enterprise keeps three accounts with the state bank—a loan 
account, a current account, and a manager’s account. These three 
accounts correspond roughly to principles of economic management 
characterized as control by the ruble (or crown or zloty), strict 
business accounting and socialist emulation. 





6t Grossman, Gregory, Union of Soviet Socialist Re ublics, in Beckhart, Benjamin, editor, 
Banking Systems, New York, Columbia University Press, 1954, p. 738. 
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Control by the ruble (to describe the best established system in 
the Communist world) works as follows: Enterprises are forbidden 
to extend credits to other firms, making all enterprises dependent 
upon the banking system for financial assistance. This activity has 
been graphically described by one author: 

Credits in the U. 8. S. R. begin as debit entries on the buyer’s loan account. 
For example, a factory producing engine parts is granted a credit to buy steel; 
this credit will be automatically liquidated as soon as the car plant that pur- 
chases the completed engine parts asks for a credit to settle the bill. In time, 
a third credit will be opened for the wholesale organization that takes over 
the finished cars, and this, in turn, will enable the car plant to redeem its own 
obligations.” 

Purchases and supplies must be based on individual contracts and 
the state bank may finance only stipulated percentages of any trans- 
action. Contracts undertaken must. t: ally with the programs of 
national output and with the overall financial balance of the state 
plan (which contains detailed regulations about costs, prices, wages, 
and profits). It must also be consistent with the cash and credit 
plans. The sum total of all technological, production, and financial] 
plans makes up the state plan which is promulgated as a law. The 
plan is a substitute for the market. 

Three authorities see the program through—the state planning com- 
mission, the state bank, and the various ministries. The ministries 
take care of the materials needs of enterprises under their control, the 
state plan (Gosplan in the case of the Soviet Union) sets up the targets 
and supervises their fruition and the state bank checks on the profita- 
bility of each transaction. 

It is at this point that business accounting enters the picture. The 
state bank is in a position to take effective management of any enter- 
prise by strict control over its current account. Productive operations 
showing a loss will not be granted further credits unless such losses 
can be justified. Furthermore, withdrawals for wage payments may 
be restricted to the amount stipulated in the plan. Firms oper ating 
successfully will ordinarily receive credit for expansion without ques- 
tion. Supervision is carried on throughout the duration of each credit 
to assure repayment. The same procedure is carried on by the long- 
term loans of investment banks. 

Socialist emulation is an attempt to provide incentives for above- 
plan profits. Such division of profits serves a threefold purpose: 
They stimulate economic efficiency in enterprises and they control the 
fulfillment of productive and financial plans by enterprises. The an- 
nual financial plan of each enterprise dictates the deductions from 
profits. These payments are payable from the actual profits of the en- 
terprise whether or not the planned requirements are fulfilled. Con- 
sequently, overfulfillment of the planned profit would lower the share 
of profit payable to the budget from the total profit of the enterprise. 
Underfulfillment would have the opposite effect. As all profits left in 
an enterprise after payments to the budget are used for capital invest- 
ment, for working capital and for allocation to the director’s fund, 
overfulfillment of the plan is desirable in the interests of management. 
Managers are frequently paid a premium for performance equal to or 
better than planned. The director’s fund is composed of certain per- 


Bock, Ernest, Banking in Soviet Russia, the Banker, vol. XCVIII, June 1952, p. 329. 
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centages of planned and unplanned profits which are expended as 
follows: 50 percent must be spent for ‘expanding production and for 
constructing and re pairing housing for the plant’s workers in amounts 
above the planned capital investment. The remainder is spent on 
activities of general benefit to the workers. Following are the 
percent: ges of planned and unplanned profits devoted to the director’s 


fund: 


Industr 


Coal, metal mining, petroleum, metallurgical production and labor ( 

industries 5 45 
Machinery, textiles, ete 0 
Consumer goods l 1s 


Not1e.—These percentages became effective in 1950 
CURRENCY 


When the Communists seized power in the Soviet Union in 1917 
many of their leaders confidently predicted that the country would 
do away with money. Toward the end of 1920 a special commission 
was formed to draft a measure for the abolition of money and to 
substitute for it a labor unit of accounting. Lenin and other leaders, 
however, warned that money was important and that it seemed doubt- 
ful if the economy could function without it. 

With the beginning of the new economic policy in 1921, Soviet 
authorities realized the nec essity of establishing a stable currency if 
economic development should become successful. Currency has been 
an integral part of the economy since that time. 

The Soviet economy is a money economy. In every aspect of eco- 
nomic life in Eastern Europe money is used as a yardstick of measure 
ment. Although peasant labor is paid veatinlie in kind, all factors 
of production as well as finished products are evaluated in monetary 
terms. Every transaction is based upon monetary calculations. 
Budget receipts and expenditures are balanced as in the free world. 
Wages are paid in currency and consumer purchases are made with 
currency. ‘The same is true for the captive countries. These econ- 
omies are money-using the same as the countries of Western Europe 
and the United States. The fundamental characteristics of money— 
medium of exchange, unit of account, and store of value—are present 
as in the Western World. 

Soviet—and presumably captive—people have been restricted in the 
use to which their money can be put. Planning sets the general limits 
of consumption, the consumer having some choice in the articles which 
are available. Optional choices have also been limited by high taxa- 
tion, compulsory saving, lack of goods, and, until recently, rationing. 
These limitations are not so true ‘of the captive countries which have, 
in most cases, only recently shifted to the Soviet system. 





® Schwartz, Harry, Russia’s Soviet Economy, New York, Prentice-Hall, 1954, p. 211 
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There are two important uses of money in the free world which 
are illegal in the Soviet Union. 

(1) Money may not be used to finance a private undertaking requiring the 
employment of others for private profit. (2) It also may not be legally used 
by private individuals to buy commodities in order to resell them at a higher 
price.” 

Not only in the Soviet Union, but also in the other countries of 
Europe, the history since World War II has been largely one of cur- 
rency difficulties. Inflation was rampant during the war. The East- 
ern European countries were mostly in a state of fairly advanced 
inflation by the end of the war. Currency in circulation in Eastern 
Kurope had increased 10 to 15 times while that in Western Europe 
had risen on the average only 2 to 6 times. 

Chis is shown in the following table: 


Huropean countries—Notes in circulation, June 1939 and June 1945 








{In million ational currency units} 
ad ; Tune 1945 
Count en 19020 .. oe (index, June 
7 : = ; 1939 = 100 
We hur 
Belgiun 22, 212 58, 483 263 
Denmark 446 1, 241 278 
Eire 16 37 227 
I 122, 611 2 444, 476 | 363 
Greece &, 002 3 26, 000 | $ 325 
Holland 1, 045 4, 960 475 
Iceland 12 167 | 1, 344 
Ital ‘17, 967 350, 000 1, 948 
Norway 475 2, 611 550 
tugal 2, 096 7, 573 | 361 
Sweden 1, 059 2, 445 231 
Switzerland 1, 729 3, 522 204 
rurkey 211 969 | 459 
{ ted Kingdon 199 1, 285 258 
Eastern Europe 
Bulgaria 2, 891 40, 700 ® 1, 408 
Czechoslovaki 10, 740 62, 200 O80 
Finland 2, 200 16, 971 77 
Hungary 1, 000 15, 000 1, 500 
Polan 1, 848 2 26, 319 21, 424 
Rumania 39, 000 649, 000 4, 780 
lavia 7,177 183, 906 2, 562 
Central Bank of Ireland plus Consolidated Banks 
Figures for Aug. 2, 1945 (1st balance sheet after exchange of notes 
Private estimates for May 1945 (after exchange of currency 
| res for March 1939 
Including about lire 65 billion of Allied military currency 
Figures for September 1944 
’ Estimate of total note circulation Bohemia, Moravia, Silesia, and Slovakia 
Estimate for end of Februar 98 
Estimate 
Compared with end of Fet iry 1939 
N 1m I f the Con t bl 
Dee. 31, 194 
source: Bank for International Settlements. 15th Annual Report, Apr. 1, 1944-Mar. 31, 1945, Basle 
Autumn 1945, p. 67; 16th Annual Report, Apr. 1, 1945-Mar. 31, 1946, Basle, July 1946, p. 38; 18th Annual 
Report Apr. 1, 1947-Ma , 1948, Basle, June 1948, p. 130, 


In considering the expansion of notes in circulation in Eastern as 
compared with Western Europe one must remember that checks were 
used much more in Western Europe. The countries which showed 
the largest increases in note circulation were those which relied most 
strongly on currency rather than checks, i. e., Eastern Europe, France 
and, possibly, Italv. Much of the greatest expansion in note circu- 


*% Schwartz, Harry, Russia’s Soviet Economy, New York, Prentice-Hall, 1954, 2d edition, 
469 
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lation was in countries which were occupied by or collaborated with 
the Germans; in Eastern E urope: Bulgaria, Czechoslovakia, Finland, 
Hungary, Poland, Rumania, and Yugoslavia : in Western Europe: 
Italy and France. 

Currency reforms seemed to be the most feasible means of solving 
these problems. Although many currency reforms have taken p lace 
in both Eastern and Western Europe since 1945, the main discussion 
which follows will be on the actions taken by the Communist-bloc 
nations. Eastern European currency reforms seem to have been 
undertaken (1) to further the social programs of the governments 
and, (2) to redistribute the liquid assets of the country concerned (in 
cludir.g the absorption of excess purchasing power). 

Generally speaking, Eastern European currency reforms attempted 
to suppress capitalist groups, to achieve farm collectivization and to 
carry out government programs at the expense of private enterprisers 
and independent farmers. 

Monetary reform has been used by the Soviet Union in the control 
of repressed inflation. Despite re peated Soviet statements to the con- 
trary, the Soviet Union has experienced inflation (at least until 1948). 
Inflation was prevalent. in the economy from 1929 to 1948 primarily 
because of the large expenditures for capital-goods production, the ex- 
pansion of the labor force, and the continuing searcity of consumer 
goods. 

Because Soviet planning demanded the diversion of a large share of 
national output away from the consumer, direct controls over many 
materials became one of the means of limiting the production of con- 
sumer goods. However, there was still a free market in some sectors of 
the economy and there were some loopholes in the physical allocations 
so that. financial planning remained important. By means of direct 
controls the planners determine within limits the relative share of 
the national output destined for consumer consumption and for gov 
ernment use. In 1950 over 1,500 commodities were directly allocated 
by the Government. Quota commodities are supplied by the ministry 
producing them to any individual user, providing that the quota allo- 
cated to the user’s industry or area in the procurement plan has not 
been all used up. The third, group may be bought freely wherever 
available. 

These direct controls are supplemented by broad monetary controls 
States organizations and industrial enterprises are required to keep the 
bulk of their funds in the form of bank deposits. The amounts which 
may be spent by individual firms for specific purposes—wages, capital 
investment, etc.—are limited by the quarterly or yearly plan of the 
enterprise. 

Rationing of consumers goods was resorted to from 1928 to 1935 
and from 1941 to 1948. 

These conditions led directly to the Soviet monetary reform of 
December 1947. It was, in essence, the most drastic attack on infla- 
tionary factors undertaken in the Soviet Union since the inauguration 
of the 5-year plans. In the words of the Bank for International 
Settlements: 
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Thus the decree imposed a capital levy on liquid assets, 90 percent of the note 
issue and 6634 percent of government loans being canceled, with certain excep- 
tions for small savings and a few privileged nonprivate holders.” 

There were two possible reasons for favoring deposits over bank- 
notes: 

The Soviets may have wanted to encourage savings deposits which are the 
principal form of saving in the U. S. 8S. R., savings deposits are held primarily 
by the higher income urban population—the managerial class, government of- 
ficials, ete.—and there is a tendency to favor this group in the population.” 

Wages and salaries were to stay at the old level. Taxes were un- 
changed. Rationing was abolished on the theory that the current 
income of the Soviet people would not be more than sufficient to pur- 
chase the current. production of the economy. Food prices decreased 
an average of 5 percent on the items that were previously rationed. 
Clothing and luxury goods increased above the previous rationed 
prices, but were far cheaper than they had been in the commercial 
stores which had sold nonrationed eoods at premium prices. Esti- 
mates placed the decline on commercial stores prices at about 70 
percent. 

Peasant farmers and speculators seem to have been the real sufferers 
from the conversion. Inflationary pressure was practically wiped out 
by the simple expedient of removing 90 percent of the potential pur- 
chasing power from the hands of the people. This conversion has 
served as the basis for five Communist-bloe currency conversions since 
December 1947. 

Once the governments of the captive countries became part of the 
Soviet sphere, currency conversions undertaken seem to have been to 
model their financial systems after that of the Soviet Union. A1- 
though Soviet economists have claimed differences in Soviet and free 
world uses of money, one authority has written: 

However, when carefully analyzed, it is difficult to see just what the claimed 
differences are: The monetary units of other countries are also units of ac- 
count, used to measure costs of production, prices, wages, etc., and are measures 
of control over economic operations. They are also means of circulation. Ob- 
viously, money used in capitalistic countries is a means of payment as well as 
a means of deferred payments, also. However, the-characteristic of Soviet money 
as a means of “Socialist accumulation” is more limited than the corresponding 
characteristic of capitalist money as the means of “accumulation of saving,” 
simply because of the general limitations as regards the use of money for 
“nersonal enrichment.” © 

BUDGETS 


Budgetary information from the captive nations is scanty and in- 
conclusive. Since the Communists took over, each nation has re- 
vamped its economy into an economic system like that of the Soviet 
Union so that, presumably, a discussion of the Soviet budget would 
cover (in general outline) the budget systems of the captive nations. 


| k for International Settlements, 18th Annual Report, April 1, 1947—March 31, 1948. 
Basle, June 1948, p. 36 
* Holzman, Franklyn D., Soviet Taxation: Financial Problems of a Planned Economy, 
p. 242, footnote 68, paged separately (Typescript.) (To be published.) 
* Baran, Paul A., Currency Reform in the U. 8S. 8S. R., Harvard Business Review, vol. 26. 


March 1948, p. 200; Moscow's Currency Deal: Who Gains, Who Loses, World Report, vol. 
}, Dee. 23, 1947, p. 18. Dr. Edward Ames estimates citing P. M. Pavlov, O Planovykh 
Rychagakh Sotsialisticheskogo Gosudarstva, Moscow, 1950, that unified prices of foods and 
industrial goods were reduced, respectively, to 30 and 40 percent of their former unrationed 
level Soviet Bloe Currency Conversions, American Economic Review, vol. 44, June 1954, 
p. 346, footnote 

Condoide, Mikhail V., The Soviet Financial System, Columbus, Ohio State University. 
1951, p. 55. This quotation refers to the Soviet Union only, but since the financial systems 
of the satellites are based so closely on hers, it is applicable to all members of the Com- 
munist bloe 
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The budgets of the Soviet Union and its e aptive nations are much 
more comprehensive than those of Western Europe and the United 
States. In 1953, the Soviet budget was 35 percent of gross national 
product while the corresponding figure for the United States was 20 
percent. They are the main source of funds for new capital invest- 
ment and for the increase and replenishment of working capital. The 
greater part of investments and other expenditures, including sub- 
sidies is included in the budget. All of the socialized medical pro- 
gram is financed through the hudget. Educational and cultural in- 
stitutions are financed through the budget, although some of their es- 
penses are paid for by tuition fees, tic ‘ket sales, ete. These are reflected 
in budgetary receipts. 

The state budget of the Soviet Union, for example, comprises 77,000 
different budgets. It is a consolidation of (1) the all-union state 
budget ; (2) the state budgets of allied and autonomous republics; (3) 
the local budgets, i. e., provinces, regions, and districts. Since the cap- 
tive nations have ¢ hange d their economic systems to that of the Soviet 
Union, they apparently have revised their budget: ary system in the 
same manner, It must be kept in mind that approval ‘by the Supreme 
Soviet is purely formal. No essential change is made in the budget in 
the hearings held by the Supreme Soviet. 

The budget of the Soviet Union (and presumably those of the « ap 
tive nations) is a part of the overall economic and financial plan of 
the Government. The national budget collects and redistributes all 
the financial resources of the country among the peoples for their use, 
and provides funds for new investment in the national economy, na 
tional defense, cultural services, ete. In the Soviet Union (and the 
captive countries) the Government determines through the budget 
system what part of the resources shall be allocated to national 
production and what part to national Lenape, “Thus, the na- 
tional budget of the U.S.S. R. ineludes the bulk of the national income 
of the country.” ” 

Since the death of Stalin there has been a perceptible change in the 
Soviet budget. The fact that strikes one most forcibly is the large 
increase in the unspecified revenue and expenditure items from the 
1952 level. Such items increased from 1952 to 1954 as follows: Reve- 
nues: 1952, 82.2 billion rubles; 1953, 127.2 billion rubles; 1954, 141.9 
billion rubles; expenditures : 1952, 28.8 billion rubles; 1953, 72.4 billion 
rubles: 1954, 80.4 billion rubles.“ Nove’s article discusses the tech- 
nical aspe cts of these changes in detail. He concludes that the changes 
were made for propaganda pur poses. 

Annual budgets of the movie Union have usually been balanced 
with an excess of revenue over r expenditure. Since Soviet budgetary 
practice lumps the revenue from Government bonds sol | to the publie 
and to financial institutions along with taxpayments and other non- 
returnable payme nts to the Government, the Soviet fun iis often 
been unbalanced (in American terms). 

The revenue of the state budget comes from two main sources: (1) 
The socialized sector and (2) that coming directly from the popula- 


6 Birman, A., The Soviet Financial System, Information Bulletin, U. S. 8. R. Embassy, 
Washington, D. C., February 14, 1946, p. 143. 

7” Condoide, Soviet Financial System, p. 79 

™ Nove, A., Soviet Budgets After Stalin, Review of Economics and Statistics, vol 
XXXVI, November 1954, p. 416. 
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tion. In group 1 the main sources of revenue are (a) the turnover tax 
and (6) deductions from profits; in group 2, (a) subscriptions to state 
loans, and (6) taxes and levies on the population. 

Soviet bloc countries place their main reliance for income upon 
the turnover (sales) tax. It is generally collected at the stage of 
production or at the stage of wholesale trade. In most cases it is a 
percentage of the planned sales price of an article. Dependence of 
Soviet bloc countries on the turnover tax is indicated by the following 
tabulation: 


Turnover tax percentage in Communist bloc budgets, 1953 ° 


Percentage of 


Country: budgetary revenue 
Albania *90. 0 
sulgaria , : are a Fe asa ee 51.2 
(zechoslovakia__— 4 ; Je ee AED "O17 
Hungary sstoudinlt Wie Seid Onda te ta cies e ve oa * 52. 5 
Poland : : = _ * 86.0 
Rumania 61. 0 
Soviet Union ‘44,2 


rhe Financial Fix, News From Behind the Iron Curtain, vol. 2, No. 6, June 1953, pp. 


cludes profits tax 


#.1 percent of total revenue not accounted for in published material. 

rhe Soviet figure seems low, It probably would total about 50 percent if various 
oubtful receipts were deducted from the budget. The amounts of tax lost through price 
*hanges have been included in total revenue as “sums devoted to the reduction of retail 
rices rhis is revenue which never actually existed, 


In theory the profits of factories (sales minus the total costs and the 
turnover tax) belong to the state, but actually only a portion is usually 
handed over; the minimum tax is 10 percent of the planned profit. 
\ctually even those profits which are retained belong to the state. If 
an industry has no plans for expansion and does not need working 
capite al, the bulk of its profits may go into the budget. Should a firm 
require more capital than its profits provide it may receive a budgetary 
grant. Soviet thinking believes that every enterprise must make a 
profit. A. M. Aleksandrov, Soviet economist, has mirrored such 
thinking with the following statement : 

in order to become interested in the results of its economie activity 
every Soviet enterprise must have a profit. This profit is used for expansion of 
production and for improving the well-being of its workers.” 

Communist-bloe countries utilize the profits tax as the next single 
source of revenue in import: ince to - turnover tax. 

Government bonds are important as a source of income in the Soviet 
bloc. Purchase of bonds by ndiinidenle is practically compulsory. 
In the Soviet Union, at least, the Government virtually admitted 
much in 19538. According to Harry Schwartz: 

The 1958 Government bond issue, carrying a reduced 8 percent interest charge 
as the basis for lottery prizes, was announced together with the statement that 
workers would not be allowed to subscribe more than 2 weeks’ wages. There- 
after, Soviet propagandists counted among the monetary savings the new regime 


had brought the Soviet people the reduction in bond sales in 1958 as compared 
with 1952!" 


State loans have become important as a source of revenue in the 
captive countries. 


Quoted in Condoide, Mikhail V., The Soviet Financial System, Columbus, Ohio State 
University, 1951, p. 100. 


Schwartz, Harry, Russia’s Soviet Economy, New York, Prentice-Hall, 1954, second 
edition, p. 497 
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Other sources of revenue are social insurance taxes and various types 
of income taxes. 

Expenditures on financing the national economy and those on social 
and cultural measures are far more important in the budgets of 
Eastern European countries than they are in free-world budgets. 
A large portion of the expenditures on the national economy have 
been devoted to heav y industry. This is true even of the Soviet Union. 
The other expenditures are those characteristic of other budgets; i. e., 
defense and administration. Until 1953 the bulk of capital investment 
seems to have gone to heavy industry as against the consumer-goods 
industries. In 1934-38 about 83 percent of such investment went to 
heavy industry and 17 percent to light industry.” 


I. Sovrer SratTistics As AN INSTRUMENT OF PROPAGANDA 


Coordinate in importance with a factual assessment of comparative 
economic trends in Europe is an understanding of how these trends 
are being portrayed by Soviet propaganda. Such an understanding 
fortunately ‘an be gained through the analysis of an authoritative 
Soviet study, published in 1953 in an edition of 20,000 copies.* This 
volume, — by the Institute of Economics of the Academy of 
Sciences of the Soviet Union, is officially designed for use by “scientific 
workers concerned with the study of the economies of capitalist coun- 
tries, lecturers, professors, and instructors and students in higher 
economic institutions (pp. 7-8).” It comprises nearly 200 statistical 
tables with an extensive text and is, in general, the current source book 
for Soviet economic propaganda. 

In this volume, the Soviets have handled the statistical data very 
shrewdly, insofar as maximum propaganda effect is concerned. Es- 
sentially, they have employed six techniques: 

1. By presenting alee and physical output series in the field of 
industrial production (pp. 78-97) showing at least moderate, though 
uneven, growth in western countries the Soviets have given their work 
considerable verisimilitude. 

2. In addition, they have attacked a number of western problems 
and weaknesses which cannot be denied, e. g., the concentration of 
control in various American and French industries (pp. 74-75), 
though not, curiously enough, the cartels typical of Western Europe. 
The Soviets have also stressed the growing share of defense expendi- 
tures in western national products (pp. 149-150), and the relationship 
of these to chronic deficit financing, rising national debts, and inflation 
(pp. 151-159, 166-167, 253-254) despite heavy, i increasing tax burdens 
(p. 151). Finally, they have juxtaposed the lag in the growth of 
world trade since 1929 (p. 201), the decline in East-West trade (p. 
195), and the a aeiiaes il dependence of many western countries upon 
imported raw materials and upon foreign outlets for large parts of 
= oe | pp. 210-224). 

The Soviets have carefully avoided many areas of western eco- 
nomic and social progress. Notable omissions include data on the 





™ Ibid., p. 220. 

= Ekonomiia Kapitalisticheskikh Stran posle Vtoroy Mirovoy Voyny (The Economies 
of Ca a Countries After the Second World War), Izd. Akademiia Nauk, Moscow, 
1953, 292 p 
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per capita availability of consumers’ goods and housing; the growth 
of welfare measures, including social insurance, and expanded health 
and education facilities; comparative working hours, East and West ; 
the distribution of incomes by size classes and between industries; 
Western taxation systems, especially progressive-income taxation ; 
systems for the regulation of business; and postwar organizations for 
mnternat ional economie cooperat 1On, @. Z., “Schumania.” By ignoring 
these areas of positive achievement, the Soviets intensify their picture 
of Western weakness and decay. 

t. Not content with probing for weakness and avoiding areas of 
progress, the Soviets have also practiced statistical deceptions of 
various types and degrees. In many cases, data are presented in 
carefully misleading forms and contexts. Thus, the growth of cor 
poration profits in the United States, England, and France is given 
In current prices, and before taxes (p. 257). Again, price trends for 
consumer goods in the Soviet Union and the West are shown for the 
period 1947-52 alone (p. 25). Since the former year was the peak 
of the Soviet inflationary crest, prior to a severely deflationary cur 
reney conversion, the comparison is strikingly favorable to the East. 

\nother method of deception is that of calculated omissions. For 
ex:unple, wheat-yield data are shown only for such countries as Argen 
tina, Portugal, and Syria, with the far more productive areas of 
Western Europe and North America excluded (p. 125). Again, in 
two tables designed to show the deterioration of the American diet in 
COMpPAarison W ith prewar Vears, the decrease in indexes of per capita 
butter and sugar consumption and the increase in the index of per 
capita margarine consumption are noted, but data on meat and potato 
consumption (to say nothing of poultry, dairy products, fruit. vege 
tables, and beverages) turn out to be “unavailable.” ® 

Qn several occasions, the Soviets are not loath to use meaningless 
statistics. Thus, undefined wages in the United States in 1950 consti 
tuted 72 percent of an unstated “subsistence minimum” (p. 255). In 
another place, the ratio of the wages of production operatives alone 
to the te tal value added in manutaetu ing is used as a “coefficient of 
exploitation” (p. 249). 

Another technique is the use of the sliding base. This has been 
applied to the agricultural statistics, which refer—without warning 
toa “capitalist world” shrinking over the years covered (pp. 118-121). 
In this way, enormous declines in agricultural output and acreage 
ve been skillfully suggested, 

Finally, outright falsitic ations may aiso be found. The most 
flagrant are in unemployment statistics: The United States, for ex 
ample, is credited with 15 million unemployed in 1952 (p. 251). 

5. The fifth major tactic has been the interpretation of neutral or 

favorable data in blackly unfavorable terms. For instance, the de 


have 


clines in the western rates of natural increase since 1800 are blandly 
aseribed to 


* the consequences of the increased ¢ xploitation, disorganization, and pauper 
ization of labor by capital, of imperialist wars. This deceleration gives witness 
to the growing decay of capitalism in the epoch of imperialism, and to the fact 


that capitalist conditions of production are becoming a brake upon the develop 
ment of the productive resources of society. 


\ll these data are shown together on the same page in the original source (Bureau 
the Census; Statistical Abstract of the United States, 1953, p. 92.) 
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Illuminating also is the Soviet attack upon United States foreign 
aid : 


First, the multibillion Government loans and subsidies squeczed out of Ameri 
can taxpayers permit the monopolies of the U. 8. A. to stimulate artificially the 
export of goods and munitions, maintaining domestic prices at a high level 
Second, Government loans and subsidies help American monopolies to win new 
markets for their goods, to execute the most shameless dumping, to seize and 
secure for themselves raw-materials sources and spheres for appying capital, 
to destroy and to subordinate to themselves the economies of debtor countries. 
Third, the Government loans and subsidies carry a clearly expressed reactionary, 
military-police, and aggressive character and serve as a weapon for the political 
enserfdom, by American imperialism, of capitalistic countries and their col 
onies * * * creating military bases and preparations for new military adver 
tures against the U. S. S. R. and the national democracies (pp. 176-177) 

6. Data on the Soviet bloc are presented only at a few critical points. 
The Soviet claims of growth in industrial output (p. 18), in agricul 
ture (a very selective comparison, pp. 22-25), and in national income 
(pp. 26 27) are advanced. Also stressed are the achievement of 
budgetary surpluses and declining official prices for consumer goods 
in recent postwar years (pp. 25-28). Several qualitative boasts are 
made : 


While mahual and unskilled labor is widely used in capitalist countries, with 
new technology being applied almost exclusively for military purposes, in the 
Soviet Union, which is engaged in peaceful, creative work, there is being accom 
plished the mechanization of heavy and laborious work in the national economy, 
there is a continuous renewing of production technology (p. 22). 


In regard to fuller and more explicit comparisons the Soviets main 
tain a discreet silence. 

Asa whole, the statistics in this Soviet study are designed to support 
an intricate but flexible web of doctrine which denigrates the West and 
beatifies the Soviet bloc. The principal elements of this doctrine 
include the following: 


1. “In the postwar period, in the conditions of the further deepening of the 
general crisis of world capitalistic systems, two poles are being even more 
sharply distinguished : on one side, the Soviet Union, heading a unified and power 
ful Socialist camp, a center of gravity for all progressive forces, fighting against 
the incitement of a new world war and for the strengthening of peace in the 
whole world, for the right of the people to organize their own lives; on the other 
side, the monopolies of the United States of America, heading the imperialistic 
camp, a center of gravity for all aggressive and reactionary powers in the whole 
world, seeking to unloose a new world war” (p. 15). 

2. “Increased irregularities in the industrial growth of individual countries 
and branches of industry, chronic underuse of capacity, constant multimillion 
armies of unemployed, an orgy of militarism, increased disproportion between 
the branches of military and civil production—all these factors evidencing the 


decay of capitalism * * * have become increasingly acute in the second stage 
of the general crisis of world capitalist systems” (p. 65) 

3. “Agricultural production in capitalist countries after the Second World 
War is in a state of deep decline * * *” (p. 109) 

4. “In the postwar period * * the superiority of the financial systems of 


the countries of the Socialist camp over the financial systems of parasitic, rotting, 
and dying capitalism is especially clear” (p. 139) 
5. “The capacity of the new world democratic market ceaselessly expands from 


year to year; it knows no difficulties of supply On the world capitalist 
market, unconnected with the U. S. 8. R. and other democratic nations, economic 
relations have fallen into a condition of deep disorganization and decline * * * 


The militarization of economics has deepened the disproportion between the 
productive capabilities and the contracting effective demand and led to a 
growing contraction of the capacity of the entire capitalist market” (pp. 
193-194). 
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6. “After the Second World War, under the influence of economic militariza- 
tion and sharply increased exploitation, the impoverishment of the proletariat 
of the capitalist nations has assumed unimaginable proportions and is develop- 
ing at extremely rapid tempos” (p. 273). 

In sum, the Soviet Union is keenly aware of the vital importance 
of economic development as a goal throughout the world. For this 
reason, it has organized extensive and sophisticated propaganda to 
impart to both its own people and the outside world the ideas that the 
Western World, trapped in social contradictions and choked by malev- 
olence, is doomed and that the sole hope of progress lies with the 
U.S. 8. R. While this propaganda has some aspects which appear 
ludicrous to the informed westerner, its potential effectiveness should 
not be underestimated. The themes useful to the Soviet Union are 
numerous and applicable as needed—e. g., to arouse hostilities within 
the West, or to justify accelerated Soviet armament. But a major 
hazard for the U.S. S. R. does rest in this propaganda, and that is 
self-deception by Soviet policymakers, who may be tempted to fatal 
action by their own picture of western weakness 


Tuer Nationa, Accounts 
1. THE UNITED KINGDOM *° 


The pre-World War Il period 

In the interwar period, 1925-38, the United Kingdom’s national 
income in constant values grew at the rate of 2.6 percent per year, 
compounded annually. A large part of this growth represented in- 
creases in labor input, since productivity, which had shot up during 
World War I, increased between 1925 and 1938 at the rate of only 1.4 
percent per year ( ss tables I and IT). 

Prior to World War II, the bulk of British income came from 
trade, finance, transportation, and other services. These also were 
the sectors characterized by the highest productivities, more than 
twice those of the least- productive sectors, construction, mining, and 
agriculture. In manufacturing, which contributed a ‘third of the 
national income, productivity was on an intermediate level. From 
the standpoint of use, 77 percent of the entire national product went, 
on the eve of the war, to private consumption; almost 14 percent 
to government, including defense; and only 10 percent to gross 
investment.” In general, 93 percent of all private disposable income 
was consumed and 7 percent saved. Food took 27 percent of all 
private income; rentals, 15 percent; clothing and household textiles, 
11 percent; alcohol and tobacco, 10 percent; consumers’ durables, 8 
percent; and all else, 21 percent. jthough income differences had 
been considerably reduced since pre-World War I days, the income 
inequalities in the United Kingdom in 1938 were, even after the pay- 
ment of taxes, more marked than in the other countries of Western 
urope, including Germany.*° 

In 1938, governmental expenditures in Britain as contrasted to 
current government consumption, embraced over a quarter of the 


* Details of footnote citations will be found in the appendix, p. 267. 
* Except as otherwise indicated, this analysis is based upon appendix tables I-IX. 
™ After deductions for net imports. 
_ “Clark (1951, pp. 582-539). Expenditure data are from Financial Secretary to the 
rreasury (April 1946) and differ substantially from those submitted in table VII. 
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entire national product. However, almost 39 percent of these 
expenditures were social security, interest on the public debt, and other 
transfer payments, significant primarily for the stabilization = 
equalization of incomes. An additional 11 percent was invested; i 
provided 29 percent of the total national resources devoted to invest- 
ment. Of the remaining 50 percent of government expe nditures, 
almost half were taken by defense. The government revenues in 1938 
were insuflicient to cover expenditures, the deficit amounting to 4.3 
percent of the gross national product and introducing definite infla- 
tionary pressures. But the taxation policy itself was moderately 
regressive and deflationary, with indirect taxes providing 47 percent 
of the revenues, against 44 percent for direct taxes and 9 percent for 
all other sources. 
Trends: 1938-53 

During the period 1938-53, the principal trends in national income 
and expenditure have been the following: 

(1) The growth of the national product in constant prices, some- 
what slower (1.9 percent per year) during the war decade 1938-48, 


has accelerated to 3 percent ar vear since then. By the end of 1953, 
the long-term trend line of a 2.6 percent per year average growth 


had been regained for the e sities: cs riod since 1938. Since the working 
population in the United Kingdom rose 15 percent between 1938 and 
1953, slightly more than half the growth may be ascribed to rises in 
national productivity which have taken place almost entirely since 
1948 and are currently running about 3 percent per year.*! 

(2) Structurally, the most Import ant post war changes i in the Brit- 
ish economy have been increases in the importance of construction and 
of agric ulture, which now contribute 12 percent of the gross domestic 
product, compared with 6.5 percent, in 1930. The share of services, 
including transportation, has dropped from 57 to 48 percent over the 
same per iod. The share of manufactur ing has risen shghtly to almost 
36 percent of the product. 

(3) Transportation and communications have remained highly pro- 
ductive sector's of the British economy 5 but other se rvices h: ave slip] ed 
from high to relatively low, while agriculture and construction ras 
risen from low to high. Manufacturing has retained its median posi- 
tion. In general, however, the differences in relative productivity be- 
tween economic sectors have lessened since 1930. 

(4) From the standpoint of the uses of the national product, the 


changes since 1938 have been significant. Priv: ate consumption, in ab- 
solute terms, was possibly 11 percer nt higher in 1953 than in 1938, or 5 
percent higher on a per capita basis. Pe canes is a Share of national 


product it has fallen to two-thirds of the tot: al, while governmental 
consumption has risen to 19 percent, and investment, including net 
exports, to 16 percent. 

(5) Private disposable income, which still constitutes 71 percent of 
the gross national product, is being expended today on a pattern sub- 
stantially like that of 1938. The share of savings (8 percent) has even 
reached & slightly ee level. The shares of food, consumers’ dur- 
ables, and services are about the same as in 1938. On the other hand, 


Clark (1951, p. 408) and Central 
} 


( i on ( 215) give data on 
the working population of the United Kingdom, 1931, 1948, and 
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clothing has declined from 11 to 9 percent of the total; and rentals, 
from 15 to 11 percent. In contrast, aleohol and tobacco together have 
risen from 10 to 17 percent, and have become items more important 
to the consumer than clothing or housing.*? These changes reflect the 
impact of greatly increased indirect taxes (on alcohol and tobacco) 
and of controls and subsidies (on rentals) operating upon extremely 
inelastic demand. 

(6) The distribution of private incomes after taxes continued to 
equalize through the course of World War II; since 1946, however, 
this process has gone no further. In consequence, the distribution 
of income by relative size in 1953 corresponds closely to that in the 
United States today, and is marked by greater differences than, say, 
in the Scandinavian countries.** 

(7) In 1953, Government expenditures in constant prices (includ- 
ing loans and transfers to private enterprises) were possibly 70 percent 
higher than in 1938, and embraced 40 percent of the entire gross na- 
tional product of the United Kingdom. The pattern of regular ex- 
penditures was, however, virtually identical. In addition, the British 
Government, after some years of revenue surplus, was again running 
a deficit equaling 1.8 percent of the gross national product on the reg- 
ular expenditures alone, and one of 6.5 of the gross national product 
if loans and transfers to private enterprises be included. Finally, the 
relative share of direct taxation in 1953 revenues (49 percent) was 
considerably higher than in 1938, but at or below the levels of earlier 
postwar years. In all, while the economic importance of the Govern- 
ment has increased noticeably since 1938, its general role within the 
economy has remained surprisingly stable, with the growth of indi- 
rect support to private investment being the major new development. 

(8) Gross investment, including net exports, has increased by some 
30 percent since 1938 (in constant values), and now constitutes about 
15 percent of the gross national product. In 1953, domestic capital 
formation through construction and the installation of equipment 
alone took 14 percent of the national product. Furthermore, between 
10 and 50 percent of this capital formation has, since 1948, been de- 
voted to the basic production sectors : manufacturing, mining, utilities, 
and agriculture. Housing and miscellaneous public services have, in 
contrast, been averaging only 25 to 30 percent of the total.** In conse- 
quence, British investment has been extremely effective in promoting 
directly the growth of the national product, albeit at the cost of an 
increasing backlog in amenities. 

Summary.—lIn broad outline, the major features of British postwar 
development have been steady growth although at a moderate rate; 
extraordinary structural stability in such basic features as demand 
and the governmental role; and moderate rates of investment directed 
very heavily toward the basic production sectors. 


oe Office of Information (1953, p. 94); Financial Secretary to the Treasury 
(1954, p. 5). 

“ Hagstroem (1950), for the United Kingdom, 1952, and the United States, 1951, 
Pareto coefficients of income inequality based on Lorenz curves were computed from data 
in Central Office of Information (1953, p. 73) and Bureau of the Census (1953, p. 286), 
respectively. The figures calculated are 1.9 for the United Kingdom, 1.85 for the United 
States, as opposed to 2.45 in Sweden in 1948, The lower the coefficient the greater is the 
inequality of incomes. 

* See also U. N. E/ECE/157, February 1953, p. 60. 
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The outlook for the future 

The future prospects of the British economy appear, from the 
standpoint of potential supply, to be dependent upon continuous in- 
creases in the productivity of labor. While the age group 15 to 09 
will have grown about 3 percent by the early 1970's, a probable short- 
ening of work hours and the advent of more widespread secondary 
and higher education, will most likely lead to a decrease in national 
man-hour input of some 5 to 10 percent.®* In addition, British de- 
pendence on foreign trade makes essential a production that can 
compete in price and quality on the world markets; to achieve this, a 
substantial investment rate is mandatory. 

The share of investment in the national product has been increasing 
since World War II; further moderate increases to permit greater 
investment in amenities appear both necessary and possible. At the 
same time, changes in the pattern of domestic capital formation are 
most likely. For example, the share devoted to agriculture has been 
diminishing since 1950. It is likely to diminish even more rapidly 
in the future. In contrast, increasing investment in services, espe- 
cially education, is very probable, and would maximize Britain’s 
potentials in exporting skills as well as goods. For these reasons, 
a continuation of the present rate of increase in productivity, 3 per- 
cent per year, appears quite probable even over a long period. Mul- 
tiplying the sum of the productivity increases, 1953-71, by the esti- 
mate labor input gives a possible rise in national product at constant 
prices of 55 to 60 percent by 1971. 

On the demand side, British conservatism is a favorable element 
for the short run, so long as further increases in the share of invest- 
ment and, possibly, government are of primary importance. But 
over a longer period, increases and changes in per capita consumption 
would become necessary to maintain demand, since the anticipated 
growth of population is small. 


2, FRANCE 


The pre-World War IT situation 

In France, the period between the two world wars was marked by 
an initial phase of recovery and growth which culminated in 1928 in 
a national income at fixed prices some 38 percent above that of 1911.* 
The second phase was one of decline and subsequent stagnation, with 
the French national income leveling off in 1936-38 at a point only 
5 percent above the 1934 trough and 17 percent below the 1928 high. 

The causes of this failure to grow still await definitive study. The 
following factors were unquestionably important : 


% The average number of hours actually worked weekly in the United Kingdom in 1953 
was 46.2, which includes an average of 1.7 hours overtime (Central Office of Information, 
1953, p. 225). In 1938, the actual number of hours worked was 46.7 (Clark, 1953, p. 63). 
It is assumed that, by 1970, work hours will be 10 percent shorter than in 1953, or 41.6 
per week. In regard to education, it should be noted that, in 1953, only 8 percent of the 
British population aged 16-24 was in school, compared to 18 percent in the United States 
in 1951. Assuming an increase to 15 percent educational participation in the 16—24-age 
group in 1970 would reduce the labor force by about 400,000 persons or its increment, 
1953-70, to about 1 percent. Multiplying a workweek 90 percent as great as in 1953 by 
a labor force 1 percent greater gives a labor input 90.9 percent as great or, roughly, 90-95 
percent as great. 

“6 Except as otherwise indicated, this analysis is based upon appendix tables I-IX. 

87 Clark (1951, p. 80). 
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(1) French agriculture, which had been characterized by the world’s 
highest labor productivities i in the 1890's, was able to make little fur- 
their advance in subsequent years. In addition, low rates of natural 
increase and continuing urbanization led to a decline of 21 percent 
in the agricultural labor force between 1901 and 1936.° The general 
result was that. although agriculture remained a large segment of 
the country’s economy, France became a significant net importer of 
food and other agricultural products. This, combined with a shaky 
foreign-exchange position after World War I, depressed food con- 
sumption and the general standard of living. 

(2) French manufacturing was distinguished by both extremely 
small and rather large producing units. In 1931, out of 1.6 million 
establishments,*® 58.6 percent were one-man affairs, an additional 37.4 
percent employed 10 persons or fewer, while only 0.41 percent em 
ployed 101 to 500, and 0.07 percent employed more than 500. Yet these 
iast 2 categories, comprising less than half a percent of all enter- 
prises, employed 43 percent of the entire labor force in manufacturing, 
and virtually all in the basic industries. Despite this disequilibrium, 
the overall productivity of labor in French manufacturing was able 
to grow at an average rate of 1.7 to 1.8 percent per year between 1895 
and 1930, and 3.2 percent per year between 1930 and 1938. Rather, 
the most adverse effects were the low wages and profits of French 
small business competing with or subservient to the great establish- 
ments. ‘This again dampened effective demand. 

(3) ‘The immense losses of capital during World War I never were 
made up. Further disinvestment, in fact, characterized the 1930’s. 
The losses were heaviest in agriculture and in housing, which adversely 

affected the productivity of the rural sector, on the one hand, and 
discour: ied urban immigration, on the other. 

(4) As a result of both war losses and long-term vital trends, the 
French population stabilized, while the labor force declined from 19.5 
million in 1906 to 17.1 million men and women in 1936. Yet eco- 
nomic activity in the latter year was so low that unemployment had 
risen to 983,000 as opposed to 253,000 in 1906. Furthermore the 
average workweek had become substantially shorter. In all, the input 
of labor into the French economy declined by at least a third between 
1906 and 1936. 

(5) The French Government, heavily burdened by high interest on 
the public debt and by rising pension costs, and without a Masa 
tax policy, remained ¢ hronie ally in deficit after World War I. Thus 
in 1936 nearly a third of all expenditures had to be cove ea by loans. 
This induced a virtually permanent inflation. Since the 1930’s were, 
in general, a period of severe deflation, with the purchasing power of 
the United States dollar rising 26 percent between 1929 and 1938 
and that of the German mark rising 28 percent between 1925 and 
1937, the French terms of trade worsened steadily. This in turn led 
toa flight of capital, on the one hand, and growing hoarding and specu- 
lation, on the other, which held back both consumption and investment. 

(6) Finally, the major French answer to the great depression was 
to maximize the stabilization of private incomes and, in part, to 


Ibid, pp. 316-7, 409 
® Rist and Pirou (1939, pp. 168-172) 
” Calculated from Clark (1951, pp. 316-317). 
‘Rist and Pirou (1939, p. 49). 
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redistribute incomes through substantial increases in family allow- 
ances, subsidies and restraints on competition. In consequence, costs 
of production and the price structure were severely distorted, and 
entrepreneurial initiative was dampened. At the same time, since 
the tax structure remained regressive, little was actually realized in 
broadening the scale of consumer demand. 

Concretely, the main features of French national accounts in the 
vears 1936-38 may be sketched in the following terms. Fifty-seven 
percent of the French national income in the years 1936-55 derived 
from basic production (agriculture, manufacturing, mining, and con- 
struction), with agriculture alone contributing 22 percent. Trade 
dominated the services, generating 15 percent of the national income, 
while all other ae together (transportation, finance, govern- 
ment, rentals, etc.) yielded only 28 percent. The relative productivity 
differences betwee ‘ the various sectors were slight, except that finance 
and the railroads generating 50 percent more than the average per 
person employed; Government, including defense, a quarter less than 
the average. Over three-quarters of the French gross national prod- 
uct was consumed by households. Of the remainder, about 15 percent 
covered the current military and civil functions of the Government, 
while gross investment (corrected for net imports) totaled about 9 
percent. ‘ 

Little is known about the consumption pattern. In a small sample 
of French working-class families in 1936-37, expenditures on food com- 
prised 52 percent of the total; rentals, lighting and heat, 14 percent; 
clothing, 11 percent; consumer durables, 4 percent; and all other, 
19 percent.” 

Regular Government expenditures in 1938 embraced 26 percent of 
the gross national product. The largest share of these expenditures, 
36 percent, comprised social security, war pensions, interest on the 
public debt, and other transfers to individuals. Another 11 percent 
were consumption and production subsidies. Defense took a quarter 
of the regular Government expenditures, or 6.6 percent of the gross 
national product. All current civil functions together received 21 
percent. Finally, investments comprised only 6 percent of the reg- 
ular total, and covered only some 15 percent of France’s gross capital 
formation, meager as it was. It must be pointed out, however, that 
Government loans, transfers, and guaranties underwrote a far 
greater segment of the country’s investment effort than this. Al- 
though the data cannot be quantified with confidence, possibly half 
of all French investment in 1938, and nearly all that in tr ansportation 
and utilities, fell under this rubric. Thus, in addition to its basic 
functions, the Government not only took the major role in the stabi- 
lization and equalization of incomes, but also a significant though 
indirect one in investment. 

Expenditures exceeded revenues by 15 percent, the deficit amount- 
ing to 4 percent of the gross national product. The tax system was 
regressive, with 48 percent of the Government revenues deriving 
from indirect taxes, 40 percent from direct taxes (largely social 
security and corporate profits taxes), and 12 percent from the profits 
of Government enterprises. 


= Ibid, p. 444. 
* Rist and Pirou (1939, especially pp. 894, 908, 910 
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Trends: 1938-53. 

Between 1946 and 1951, the French economy, greatly assisted by 
the United States, recovered rapidly. The French gross nation: al 
product in fixed prices rose from some 73 percent of the 1928 level i In 
the former year to 107 percent of that level in the latter. By 1951, it 
was 33 percent above the 1938 level. Since 1951, however, France’s 
growth has leveled off, largely through inability to meet the problems 
of the Korean war inflation and its aftermaths. Until 1953, inflation 
raged, with speculation little checked by Government controls. Whole- 
sale prices, which had already risen threefold between 1946 and 1949, 
rose another 40 percent, to 4.2 times the 1946 level. This, coupled with 
increasing competition in world markets from the reviving industries 
of Germany and other countries, worsened France’s terms of trade and 
forced contraction in imports, particularly for consumers’ goods. ‘The 
lessening and change of objective in American aid, which shifted 
from general support of the economy to concentr: tion on the defense 
sector, was another adverse factor. Especially important was the 
inelasticity of French consumers’ goods output and distribution, 

caused in part by structural rigidities and in part by the prior com- 

mitment of most investment resources to housing, producers’ goods, 
and overseas expenditure. In sum, private consumption could not 
grow between 1951 and 1953, since the consumer was able to receive 
less from abroad, and little more at home. 

Finally, 1953 was marked by a new stage, in which French resources 
shifted increasingly from investment to consumption. The elimina- 
tion of prior budgetary surpluses and the Government’s fear of setting 
off another acute inflation: ry spiral through large-scale deficit financ- 
ing appear to underlie this deve slopment. 

#t us now turn to the continuities and changes in the structure of 
the French economy since 1938. 

(1) The shares of the national income contributed by various sec- 
tors have remained rather stable. In 1948, the share derived from 
basic production (agriculture, manufacturing, mining, and construc- 
tion) was 55 percent, almost unchanged from 1938. The major differ- 
ences were rises in relative importance for Government (largely de- 
fense), from 8.4 percent to 11.6 percent, and construction, from 4.7 
percent to 6.5 percent. In contrast, the share of agriculture declined, 
from 21.8 percent to 17.0 percent. 

(2) For the economy as a whole, the growth of national product 
from 1938 to 1953 seems to have reflected largely an increase in labor 
input, with the labor force rising from about 17.7 to 20.5 million, with 
unemployment dropping from nearly a million to 200,000, and with the 
average workweek lengthening about 10 percent. In 1953, national 
man-hour productivity was only some 5 percent higher than in 1938 
This generalization embraces the net result of opposing trends, In 
agriculture, the labor force had been swollen by wartime flight from 
the cities. In 1946 it numbered 7.3 million persons, and even in 1950 
it was 6.2 million, against not more than 5 million in 1938.% But it wa 
plagued by capital shortages and often inexperienced. In consequence, 
the productivity of French agricultural labor was not more than 85 


™ Muller-Ohlsen (1952, pp. 14-18). 
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percent of the 1938 level in 1953. Manufacturing, including handi- 
crafts and mining, have shown a contrary trend, with employment 
dropping, as a result of wartime de- urbanization, from some 5.7 mil- 
lion in 1938 to 4.4 million in 1951.°° With substantial investment in 
the postwar period, productivity in this sector has been rising 4 to 5 
percent per year. It may be estimated that, in 1953, French man-year 
productivity in manufacturing and mining was 70 percent higher than 
in 1938, and possibly 35 percent higher on a man-hour basis. Organi- 

zational changes, especially a substantial shift from handicrafts to 
larger-scale production units; increases in labor hours and higher use 
of capacity; and technological changes associated with new investment 
have been the operative factors. ‘These opposing trends have created 
substantial differences in the productivities of the various economic 
sectors: in 1953, agriculture probably generated only half as much 
income per person as did the economy as a whole, while manufac 

turing and mining may have generated 50 percent more than the 
average. Thus, conditions favoring a flow of labor to manufacturing 
~~ e capital to agriculture have developed. 

) Radical changes have taken place in the pattern of end-uses of 
so gross national product. The share of private consumption has 
dropped from 76 to 67 percent of the total. Government consumption 
has risen from almost 15 to nearly 18 percent, a change entirely at- 
tributable to heavier defense spending. Finally, gross investment 
(less net imports) soared from 9 percent of the national product in 
1938 to 19 percent in 1951,°° and then fell abruptly to 14.8 percent in 
1953 

(4) Private disposable income after direct taxes (including that of 
corporations) took in 1953 almost the same share as in 1938. Savings, 
however, now approximated 17 percent of private disposable income, 
possibly double that on the eve of World War II. As a result, con- 
— has risen somewhat more slowly, reaching in 1953 a level 

15 percent above that of 1938 ; about 11 percent higher Tr, on a per capita 
basis. Trends in the ¢ onsumption pattern are uncertain, in view of the 
fragmentary character of the prewar data cited earlier. If these are 
regarded as representative, however, the share of food in consumer 
expenditures in 1953 (45 percent) was slightly lower than prewar; 
that of rents (2 percent), much lower, and those of clothing (16 per- 
cent), consumers’ durables (11 percent), and all other goods and serv- 
ices (25 percent) also greater. The drop in rentals reflects the impact 
of controls, but the other apparent changes are consonant with a rising 
standard of living. 

(5) In 1953, total Government expenditures in constant prices were 

arly twice as high as in 1938, and embraced 41 percent of the gross 
national product of France, compared to 26 percent in the earlier year. 
The structure of expenditures also has changed. Direct transfer pay- 
ments have fallen to 35 percent of the total, with subsidies down to 
6 percent. Current civil functions of the Government took 20 percent, 
a slightly smaller share than prewar, while defense now receives a 
somewhat greater portion, 25 percent of the total. Finally, the most 
radical change has been in the share of investment (both directly and 
through loans to private enterprise) which now gets 17 percent, twice 


* The 1936-38 figure estimated from Clark (1951, pp. 444, 80); 1951, from Muller- 
Ohlsen, 1952, p. 50). 
5 OEEC. 
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as much in relative terms and 4 times as much in absolute terms, as 
formerly. In 1953, Government financin g comprised 45 percent of 
total gross capital formation. In general, defense and investment 
have become increasingly central functions ‘of the Government. 

In 1953, Government expenditures (including loans and transfers 
to private enterprises) exceeded revenues by 16 percent, the deficit 
COMMpPPrising D.S perce nt of the OTOSS Thi ition: il product " obviously a dan- 
gerously inflationary situation, held in check only by the availability 
of counterpart funds. The taxation system, it must be noted, has be- 
come much less regressive. In 1953, 48 percent of the revenues came 
from direct taxation, as opposed to 40 percent in 1938. The share of 
indirect taxes, 50 percent, has risen slightly, while Government income 
from property and other sources has become insignificant. 

(6) The seale of French gross investment, with net imports dle- 
ducted, to measure the domestic effort more equitably, rose 2.2 to 2.5 
fold, in constant prices, eeberben 1938 and 1953. As stated earlier, 
almost 15 percent of the French gross national product was being 
invested in the latter year. Data on the structure of gross capité al 
formation are available only for the centrally finat wed sector, and 
exclude self-financing.®? In 1948 this central sector comprised 83 per- 
cent of the total, but by 1953 it had fallen to 58 percent. Within this 
sector, considerable changes in emphasis have taken place between 
1948 and 1953. The share of transportation and commerce has 
dropped from 38 to 25 percent: and that of manufacturing, mining, 
and utilities, from 27 to 18 percent. In contrast, housing has risen 
from 9 to 25 percent of all centralized investment, although other 
services have fallen from 14 to 7 percent. Investment in overseas 
possessions has gone up from # to 16 percent. But agriculture, vital 
as it is to the French economy, received only 6 percent of centralized 
investment in 1948 and 8 percent in 1953. 

Summary.—The French economy has given much evidence of a new 
vitality since World War II. Investment has been maintained at a 
substantial level, and notable gains in output and productivity have 
been made in mining and manufacturing. Practically full employ- 
ment has been maintained. Two cardinal weaknesses have, however, 
counterbalanced these gains and may jeopardize future growth. The 
first of these is the er ave state of French agriculture, with regard to 
both total output and labor productivi ty, a condition which imposes 
an unnecessary drain upon French foreign exchange, depresses con- 
sumer demand, and freezes much labor (30 percent of all employed 
persons) that could in large part be aed to better advantage. The 
second weakness is the chronic financial overcommitment of the French 
Government, which simultaneously attempts to stabilize incomes, 
maintain a strong military posture, finance investments, and carry on 
extensive civil functions. Unable to do so despite heavy taxation, it 
has resorted constantly to deficit financing. This and weak monetary 
control have in turn set up repeated severe inflation, with widespread 
il! effects to the French economy. 


7 he outlook for the future 


The future prospects of the French ¢ economy are conditioned in 
part by underlying resources, especially manpower. The French labor 


ilso Muller-Ohlsen (1952, pp. 123-1381) 
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force, barring significant immigration, will grow only by some 3 per- 
cent in the period 1953-71. But the very large percentage in agricul- 
ture today, almost a third of the total, could with effective investment 
and appropriate changes in the organization of output and marketing, 
be reduced by half or more, releasing large quantities of labor to other 
economic sectors. Furthermore, even in the urban component of the 
labor force, the absorption of greater numbers of handicrafts workers 
and operators of tiny shops into more efficient production and market 
ing units could result in ver v large increases in productivity in coming 
years. 

The other major, and determining factor is that of French economic 
policy. If France continues to drift without correcting the incon- 
sistencies and cisequilibria of her present day economy, the future 
appears grim, with limited advances stultified by periodic setbacks 
and financial chaos. 

For the maintenance of steady economic growth the essential condi- 
tion appears to be a matching of commitments and economic strength. 
This can be achieved in 1 of 2 ways. The first involves sharply reduc 
ing armaments from the present level of 10 percent or more ot the 
gross national product (the highest proportion in free Europe exclud 
ing Yugoslavia) and rigid control of foreign trade. 

The second involves systematic, continued capital importation from 
other nations, which in conjunction with French economic reforms 
and the modernization of agriculture, might well achieve a growth 
rate of 4 to 5 percent per year, or a doubling in some 20 years, with 
profound consequences for the stability of both France and EB urope 
asa whole. The present negotiations of the French Gov ernment with 
Germany to promote this type of economic collaboration, if successful, 
might implement the second possibility. The achievement of Western 
European union would also lighten French military commitments, 
especially as a share of a growing national product. Thus, a real pos- 
sibility of a French economic renaissance exists today. Whether it 
will be realized, given the mercurial character of French politics, is 
still uncertain. 


3. GROWTH POTENTIAL OF THE SOVIET UNION TO 1970 


The possible rate of growth of the United States and Canadian econ- 
omies over the next two decades (avout 4 percent annually in terms of 
1953 United States prices) fully matches the potentials of the Soviet 
Union, so that no narrowing of the existing gap need take place. In 
fact, the reserve of labor and capital in the United States and Canada 
is so substantial that the gap might even be widened appreciably. 
Whether this will actually oecur is a matter of choice rather than of 
physical capability. 

Throughout the period 1948-53 the economy of the Soviet Union 
expanded about 43 percent, which was at the rate of about 7 percent 
per annum (in terms of Soviet 1934-37 values). That this rapid 
growth of the Soviet economy probably cannot be maintained is indi- 
sated by the following observations: 

(a) The Soviet labor force constitutes an extremely high propor- 
tion of the total population (50 percent) and, especi: ally, of the popu- 
lation 15 years of age and over (75-80 percent). This high proportion 
results from 3 circumstances which are likely to disappear; namely, an 
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unusually large proportion of adult, single, employed women, rela- 
tively low school attendance (7-8 percent) in the 15-24 age group, and 
a substantial amount of child labor, especially in the age group 12-14. 
The first reflects the shortage of adult males as a consequence of the 
enormous losses of World War II. In the next two decades, and bar- 
ring new wars, this probably will disappear. Also, the marriage 
rate among women ought to rise sharply. Because of the high fer- 
tility of married couples, an employment rate of 60 percent of the 
women 15 years of age and over (as opposed to 70 percent today ) °* 
unlikely to be exceeded. The Soviet Union also is trying to improve 
its educational standards. An increase in school attendance to 20 
percent of the 15-24 age group is not unlikely by 1970, for in the 
United States in 1951 an attendance level of 35 percent had already 
been reached. 

In view of these factors, while the age group 15 years and older is 
expected to be some 40-45 percent greater in 1970 than in 1955, the 
labor force is likely to be only 20-25 percent greater. The proportion 
of males and the general quality of the labor force, however, would be 
more favorable than at the present time. 

(6) The present 48-hour workweek exceeds that of prewar years 
by nearly 20 percent. It does not seem unreasonable to assume a 10- 
percent decline in the workweek by 1970. All in all, therefore, the 
estimated labor input in the Soviet economy in the latter year is not 
over 10 percent higher than in 1953. 

(c) The present level of agricultural output in the Soviet Union is 
far from satisfactory. Continued failures of attempts to increase the 
livestock population afford ample evidence of the large gap between 
supply and demand. The dietary levels of the Soviet population are 
exceedingly poor. In 1950, fully 85 percent (by weight) of the diet 
of the urban population consisted solely of bread, potatoes, and coarse 
vegetables. 

Since it is expected that the population of the country will increase 
by 40 percent or more by 1970, an increase of at least 60 percent in agri- 
cultural output would appear to be essential. To achieve such an in- 
crease will make it even more difficult than it now is to transfer labor 
from agriculture to industry. If the productivity of agricultural 
labor could be increased by 3 percent annually—which is as high a 
rate as the Soviet Union ever has achieved—it might make it possible 
to diminish the present agricultural labor supply by about 6 percent, 
or some 3.5 million workers. In addition, the cities would gain all the 
increment in the nation’s labor force. Thus, the potential increase 
in the nonagricultural labor force (military and civilian combined) 
approximates 55-60 percent; in the labor input, 40-45 percent. 

(7) At the present time, the Soviet Union has about 330 million 
square meters of urban housing space which is the equivalent of 3.9 
square meters, or less than one-third of a room, per person. Over one- 
half of all housing, furthermore, dates back to 1932, or earlier. Much 
of it is far below any tolerable standard with regard to sanitary 
facilities, water supply, et cetera. By 1970, the urban population of 
the Soviet Union is likely to have doubled, as a result of natural in- 
crease and the inmigration concomitant with a program of continued, 


is 


* These figures include women in agriculture who are employed only seasonally. 
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rapid industrialization. The cumulative demand for an increase of 
some 85 million city dwellers, plus the minimum replacement of over- 
age dwellings would generate a cumulative demand for at least 500 
million square meters “of housing, given no increase in present allot- 
ments of space. A return to the 1937-40 level of about 4.5 square 
meters or the 1928 level of 6 square meters would boost housing needs 
to 600 or 855 million square meters, respectively, for the per iod 1954— 
70. Against these requirements the actual Soviet achievement, 1946- 
53, of 153 million square meters has been quite modest. 

The difficulty in providing minimum civic facilities (water supplies, 
marketing facilities, schools, hospitals, et cetera) is comparably great. 
The overloading of transportation is equally marked. For these rea- 
sons, it seems quite doubtful that the Soviet Union will be capable of 
devoting, on a substantial basis, fully 50 percent of its new invest- 
ment to manufacturing power and mining alone. A more likely 
share, taking into ac count the competing needs of housing, transporta- 
tion and agriculture, is not over 35 percent. Finally, it appears un- 
likely that the share of gross investment in the total national product— 
about 26 percent in 1953—can be increased significantly, barring a 
sharp decline in the share of military expenditures (Appendix, table 
X-6). 

The aging of the industrial plant itself and the increasing impor- 
tance of depreci iation must be taken into account. * Clearly, the present 
growth of net investment in manufacturing, and conseque ontly the rate 
of increase of industrial output, cannot be maintained indefinitely. 
It seems conservative to estimate that net investment in manufactur- 
ing will decline over the next 2 decades from about 12 percent of the 
gross national product to some 7 percent, and that the growth of in- 
dustrial output will decline from the 11 percent average of 1950-53 
to about 6 percent. On the basis of investment capacity alone, a 
2.8-fold increase in manufacturing appears to represent the maximum 
Soviet potential by 1970. 

(e) Between 1937 and 1953, the industrial output of the Soviet 
Union increased by 130 percent. In order to accomplish this result, 
however, it was necessary to expand the labor force in mining, mann- 
facturing, and utilities by 70 percent and to lengthen the workweek 
by 17 percent. The resulting increase in man-hour productivity in 
manufacturing has been a modest 15 to 16 percent, or about 1 percent 
per year. Over the latter a of this period, however, the results were 
better than over the earlier years. Between 1950 and 1953, as in 
1928-37, industrial man-hour productivity increased by 4.5 to 5.0 
percent annually. 

What factor of productivity increase to use is therefore a difficult 
decision. It must be kept in mind, however, that productivity de- 
pends, not merely upon better machines or more energy, but also upon 
more and better education, better nutrition, and higher morale. Yet 
the evidence reviewed already shows that, even to meet minimum de- 
mands in agricultural products and urban housing, the Soviet Union 
would have to make a substantial shift in its present pattern of invest- 
ment. To raise living standards significantly would clearly require 





*” The change in depreciation rate is especially significant, as an evergrowing share of 
Soviet investment is being represented by producers’ durables (with an amortizable life 
of, say, 10 years) as opposed to construction (with a life of 40 years). 
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the abandonment of forced-draft industrialization. With these qualt- 
fications and an assumption of continued rapid industrialization in 
mind, an estimate of an average annual productivity increase of 4 per 
cent may be advanced. 

It must also be noted that, while the industrial labor force grew 
70 percent, and the armed forces more than tripled, between 1937 and 
1953, the numbers in civilian services increased by some 65 percent. 
In general, the share of industry in the total nonagricultural labor 
force has been stable, or even falling off slightly. 

Thus, applying the estimated 40- to 45-percent increase in the non 
agricultural labor input (par. (c) above) to industry, granting a 
sustained annual increase of 4 percent in the productivity of the in 
dustrial ae force and multiplying the product by the estimated 
increase in labor input, gives a 2.8-fold increase in industrial output 
by 1970, consistent with the argument from investment capacity. 

(7) The final consideration is the dual one of armaments and the 


availability of setettite tribute. In general, these appear to be bal 
ancing factors, i. e., high armaments expenditures derive in substantial 


part from the excess of resources made available from the captive 
countries. In the long run, it is likely that both factors will diminish 
as Shares of the national product. For purposes of calculation, they 
have been treated as neutral factors, i. e., the assumption is made that 
roughly 10 percent of the domestic product of the Soviet Union will 
continue to be devoted to armaments and that any further outlays 
would derive from captive-country resources. 

(7) To sum up, the calculations of the possible Soviet gross na 


tional product in 1954 i; prices are as follows: 
Percent of Index ¢ : 
Fa product or growth t Product 
inated in 1953 1970 
A gricultur 22.8 i. 60 36, 
Industry and construct 15 7 . a a. 
Services and rentals 31.4 1. 60 0.4 
tal 100. 0 214.9 


In other words, he Soviet capability of growth under highly favor 
able conditions SN eis til a doubling in national product bet ween 
1953 and 1970, or an annual rate of about 4.5 to 5 percent, measured in 
Soviet terms. In contemporary United States prices this rate would 
be substantially reduced. 

$. POLAND ! 
The Pre-World War 11 situation 

Taken as a whole, the interwar period was one of stagnation for 
the Polish economy. In most branches of agriculture and industry. 
output at the end of the 1930’s was lower, on a per capita and even on 
in absolute basis, than it had been on the eve of World War I in the 
territories that were to form Poland. 

Four phases can be distinguished in the development of Poland's 
economy between World Wars I and IL: After the conclusion of the 
peace treaty with Soviet Russia in 1921 and until 1927, Poland was 
recovering partially and fitfully from the enormous damage of World 


Prepared with the collaboration of Mr. Leon Lewins, U. S. Department of State. 
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War I and the Russo-Polish war. Combat and epidemics had reduced 
the 1914 population by 12 percent.” The various occupying powers 
had stripped the country of livestock, machinery, and equipment; 
1.8 million buildings had been destroyed. Yet Poland not only 
failed to receive indemnities, but was also forced by the Versailles 
Treaty to assume part of the burdens imposed upon Germany and the 
former Austro-Hungarian Empire. Furthermore, the aid provided 
Poland by France, the United States, and other nations had to be 
repaid with interest. Above all, the inexperienced and weak 
Polish Government faced an almost insuperable task in attempting to 
weld portions of three antecedent nations into an economically co- 
hesive state, The consequences were repeated hyperinflations and 
temporary stabilizations with foreign loans at 7- or 8- percent in 
terest. The trade balance remained adverse, domestic investment 
was negligible, production stagnated, and unemployment continued 
high. 


The Polish economy from World War I to World War II 


Tr 7 
’ 109 1934-38 b raat 
actor Ur i = 100 

Population.-....-...--- 7 Million persons. - 0.3 234.8 115 
Agriculture: 

Wheat -- Million metric tons 1. 68 42.03 121 

Rye . do 71 46.00 105 

Barley lo 49 41.38 93 

Oats... do 2.81 42.49 89 

Total grain lo 11. 69 411.90 102 

Potatoes. -- do 24. 79 437.25 150 
Mining 

Coal... do m7 .. C2 04 

Petroleum... - d 16 

Iron ore do 5 45 Q7 194 

Primary zinc . Thousand metric ton 192 7113 59 

Primary lead do 10 719 48 
Manufacturing 

Rolled steel products do O85 61.100 112 

Cotton textiles Million spindles 2. 87 $1.82 63 

Paper 7 Thousand metric tons 60 6 205 342 

Sugar. - do 557 6 491 88 





1 Mauldin and Akers (1954, p. 19), for 1914. 
2 [bid., for 1939. 

3 Gorecki (1935, p. 77), 1909-13 average. 

4 Buell (1939, p. 192), 1936-37 averages. Note that grain output in 1938 totaled 13.46 million metric tons, 
5 American-Russian Chamber of Commerce and Industry in Poland (192: 

6 See table XI-2. 

7 Central Statistical Office (1949, p. 2). 

8 Gorecki (1935, p. 92), for 1934. 


The period 1927-29 was one of relative prosperity. It was initi- 
ated by a windfall to Polish industry as a result of the great British 
coal strike of 1926. A measurable part was also played by Pilsudski’s 
reforms. Budgetary surpluses were achie ved, largely through better 
control of expenditures. The foreign-trade balance became favorable, 
industrial output rose, and unemployment was virtually eliminated. 
Nevertheless, serious weaknesses persisted; the weakness of the do- 
mestic capital market led to new borrowing from abroad, again at 7 
percent interest. At the same time, rigid linking of the currency to 


Mauldin and Akers (1954, p. 19). 
Zweig (1944, pp. 31-48). 
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gold restrained both monetary circulation and credit. Fins ully, even 
in 1929, gross investment reached only 7 to 8 percent of the gross 
national product.* 

From 1930 to 1936, deep economic depression reigned in Poland. 
The collapse of world prices for raw material drastic: ally cut the value 
of Polish exports. Yet the Polish Government would not limit pay- 
ments on foreign debts, which not only took some 13 to 14 percent of 
the budget all ‘through the thirties but also drained Poland’s limited 
currency. As monetary circulation declined, hoarding intensified, 
deepening the deflation. At the same time, carteli zation was encour- 
aged, differentials in domestic and export prices were not merely per- 
mitted but often subsidized as well. Even with general deflation, 
cartel and state monopoly prices fell slowly. Thus the Polish people 
had to buy dear and se!l cheap. The farmers a. severely, for 
by 1934 the prices of the goods they sold ran only 87 percent of the 
1928 level, while the prices of the goods they purch: el were 70 per- 
cent of the 1928 level.° Between 1928 and 1933, industrial employ- 
ment fel] 36 percent,® yet public works were actually cut back in order 
to balance the Government budget. 

Finally, in 1936, Poland radically changed its policies. The Gov- 
ernment, which had acquired an increasing share of Polish industry 
as a result of bankruptcies, embarked wpon a course of active State 
capitalism. Foreign-exchange controls were introduced, imports 
were strictly regulated, and service on foreign debts was suspended. 
Domestically, the stocks and sales prices of consumers’ necessities 
were put under direct controls. Fiscal reforms included the intro- 
duction of progressive income taxes, deductions for investment, and 
credit expansion through large internal loans and forced savings. 
Above all, the Government began a 15- year program of investment, 
particularly focused on central Poland. Over the years 1936-40, 5.45 
billion zlotys or about 6 percent of the Polish gross national product 
were to be expended on this program.’ The development of the 
armaments industries, tr: ansportation, and power were primary objec 
tives. The largest single plant completed under this program was 
the State Steel Works at Stalowa Wola.* 

In 1938, therefore, the Polish economy was in a period of rapid 
change. The national product had returned to about the 1929 level, 
though not on a per ci apits 1 basis. Nearly 40 percent of ac national 
product still originated in agriculture, forestry, and fisheries. Next 
in importance came large and medium scale industry with 23 percent, 
and services with 19 percent. Handicrafts, transportation and com. 
munications, and construct — contributed 9, 5, and 4 percent, respec- 
tively. The differences in productivity between these sectors were 
enormous. The income generated per employed person in industry, 
which enjoyed the stimulus of the new investments, was 7.6 times as 
great as in agriculture. In transportation and communications, like- 
wise recently modernized, the ratio to agricultural productivity was 
3.1 to 1. Services and handicrafts had about double : agricultural pro- 


‘Zweig (1944, pp. 87-88). 

Buell (1989, p. 192). 

Polish Ministry of Information (1941, p. 111). 
Buell (1939, pp. 188-140). 

Zweig (1944, pp. 77-82). 
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ductivity, while in construction, workers were almost as inefficient as 
the peasant.° 

It is estimated that, of the gross national product, 77 percent was 
consumed by households. Almost 11 percent coveréd current govern- 
mental needs, including 4.5 percent for defense, 3.9 percent for civil 
administration, and 2.3 percent for health and education. The re- 
maining 12 percent was gross investment, public and private.*° 

In household consumption, the largest component (48 percent) was 
food; rentals, heat, and light were next, taking 22 percent. Almost 
15 percent went for clothing, and another 4 percent for household 
goods. <All other goods, including alcohol and tobacco, were covered 
by the remaining 11 percent.'' Data on income distribution are unfor- 
tunately lacking. 

Government expenditures,” including investments through borrow- 
ing and forced savings, embraced almost 19 percent of the Polish gross 
national product. Gross investment constituted 29 percent of these 
expenditures, and transfer payments (largely interest on the public 
debt) another 14 percent. Current Government consumption, already 
detailed, embraced the remaining 57 percent. In all, only 61 percent 
of all Government expenditures were covered by revenues other than 
forced savings and loans. The biggest source of governmental income 
was direct taxation, which brought in almost 50 percent of the rev- 
enue, including some 14 percent from the new income tax. Next came 
the traditional group of monopolies: Alcohol, matches, tobacco, salt, 
and lotteries, which brought in 33 percent of the revenues. Other 
indirect taxes yielded an additional 11 percent. The final 7 percent 
came from the proceeds of governmental enterprises, especially the 
forests, railroads, and postal system. 

Detailed information on the investment pattern in 1938 is lacking. 
Trends: 1938-53 

The period since 1938 has witnessed two radical transformations 
of the Polish economy. As direct consequences of World War II, 
Poland suffered 4 to 6 million deaths, including a virtual extermina- 
tion of her Jewish population.** Immense damage to physical prop- 
erty also took place. Building damage and destruction in central 
Poland alone amounted to about 7 percent of the country’s entire na- 
tional wealth in 1938." In addition, the Soviet Union seized from 
Poland the Eastern Territories which had, prewar, held some 20 per- 
cent of Poland’s area, and about 30 percent of its population, although 
they contributed only about 15 percent of the agricultural output and 
held but 10 percent of the industrial labor force.’ 

But Poland also gained from World War II. The former German 
lands placed under Polish rule were Rone: their grain output 
equaled 44 percent that of all prewar Poland; they produced 82 per- 
cent as much bituminous coal, and 50 million metric tons of lignite 
as well. For other major commodities their relative output to that 


® See table XI-1. 

10 See table XI-3. 

11 See table XI-—4. 

2 See table XI—5. 

138 Mauldin and Akers (1954, p. 31). 

1 Estimated from data in Central Statistical Office (1949, p. 30). 

% Mauldin and Akers (1954, pp. 15-17) ; Der Géttingen Arbeitskreis (1948). 
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of prewar Poland was as follows: Electrical power, 55 percent; rolled 
ferrous products, about 2s percent; agri ultural machinery, LOZ per- 
cent; and natural and artificial yarns, 71 percent. In addition, the 
West, through UNRRA, provided massive aid to the relief and re- 
jlitation of Poland. Rat the years 1946 and 1947, U NRRA 
iugmented domestic investment by at sone 25 percent: overall, 1 
dded more than 5 percent to the resources available to the Polish 
economy.’ Finally, the Polish Government s still enjoyed a measur: able 
degree of freedom from Soviet imperialism during the ear ly postwar 
year's, mid-1945 to late in 1948. 


In consequence, Poland’s economic recovery Was rapid. The ha- 
tional income in 1938 — was almost 40 percent higher in 1947 than 
in 1946. By the latter year, Poland had returned to 86 percent of the 


pre re level, exceeding ths at level by 26 percent on a per capita basis 
(table XI-1). 

This recovery was accompanied by marked structur: al changes in 
the economy. The share of manufacturing, mining, and utilities in 
the origination of the national income rose from 23 percent in 1938 
to 39 percent in 1947. Agriculture, forestry, and fisheries fell from 
39 percent to 23 percent. Transportation and communications rose to 
9 percent, while handicrafts fell to 4 percent. Only the share of 
ervices (22 percent) and construction (5 percent) remained rela- 
tively unchanged from prewar days (table XI-1). 

These changes reflected shifts both in the distribution of the labor 
force and in relative productivities. Employment in industry rose 79 
percent, largely at the expense of handicrafts; that in services re- 
mained about stable, _ the — in agricultural pursuits and 
handicrafts declined, by 27 and 71 percent, respectively. In general, 
employment declined p ar less (20.5 percent) than did population (31.8 
percent). Furthermore, while in the major sectors of industry and 
ager ‘culture pl oductivity was only 70 to 80 percent that of 1938, the 
shift of enployment, largely from handicrafts. to indus try, whic % was 
made possible by the capit al resources acquired from Germany, re- 
sulted in a rise in productivity in the economy as a whole to 5 percent 
above the prewar level (table XI-1). 

From the standpoint of expenditure, the changes in the Polish 
economy, 1938-47, were moderate. The most important comprised a 
decline in the share of defense (from 4.5 to 2.8 percent of the gross 
national product), and an increase in the share of investment (from 
12.5 to 17.7 percent). With the share of private consumption being 
only slightly smaller than in 1938 (73 percent against 77 percent), 
and with a large per capita product, consumption per head was 20 
percent higher in 1947 than in 1938 (table XI-3).'S 

The role of the Government in 1947 corresponded fairly closely to 
that in 1938 (table XI-5). Government expenditures, including in- 
vestment transactions through banks and other indirect agencies, took 
about the same share (possibly 19 percent) of the national product. 


Central Statistical Office (1949, p. 2) : table XI-2; and Liinderrat des Amerikanischen 
Besatzungsgebiets (1949, pp. 146-149, 279-280, 290, 301, 322). 

UN ECE, 1949, p. 231 

This took place despite a 12-percent decrease in per capita food production because of 
a dunatie shift from a net export to a net import status in foodstuffs. In 1937, Polish net 
exports of finished foodstuffs totaled 521,000 metric tons; in 1947, her net imports aggre- 
gated 612,000 metric tons, an overall difference in the balance of trade in foods of 1.1 
million metric tons. (See table X 1, and Central Statistical Office, 1949, pp. 105-108.) 
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Transfer payments and administrative costs rose at the expense of 
defense, health. and education, but still remained modest shares ot 
the national product. Governmental revenues, taking in only 11.4 
percent of the national product, again failed to cover total expendi- 

tures by a wide margin. One change should be noted. Because of 
the elimination of the very wealthy, of the great estates, and of the 


large private corporations, taxation shifted markedly toward indirect 
taxes and profits from Government monopolies, and assumed a de 
nitely regressive character. 


Soviet influence on the Polish economy was notable only in the 
field of investment. The pattern of investment by sector in the 3-year 
plan of 1947-49 corresponded closely to that of the second 5-year pla 
in the Soviet Union (1933-38) : 


Percent of total investment 


Industry 

Agriculture 

lransportation and communications { 
Services é + 


The advent of the Marshall plan, the defection of Tito, and the fai 
ure of the Berlin blockade eliminated Soviet hopes for an early col 
lapse of Western Europe. The Soviet Union now had to prepare 
for a long pull. To meet this new situation, the captive countries 
of Eastern Europe had, on the one hand, to be secured for com 
munism by the development of vast secret police and party appara- 
tuses. On the other hand, now that even stagnation let alone col 
lapse ho longer could be forecast for the West, the captive countries 
had to assume great new burdens in accelerated industrialization, 
particularly the growth of munitions output, in expanded armies, 
and in tribute to the Soviet Union. 

Nevertheless the rate of growth between 1948 and 1953 was 
barely half that between 1946 and 1948, although the rise in labor in- 
put was 14 percent in the later period against 6.6 percent in the 
earlier. Also, productivity in manufacturing, which increased 93 
percent between 1946 and 1948, rose no further and is still substan- 
tially below the prewar level (table XI-1). But the successes of the 
Communist government in Poland in promoting heavy industry, in 
regaining prewar agricultural productivity and, above all, in siphon- 
ing off an enormous share of the national product to the state and to 
the Soviet Union are scarcely to be denied. 

To present the data in more detail: The growth of the national 
income between 1948 and 1953 totaled about 46 percent, and derived 
in part from boundary changes. In 1953, the national income was 36 
percent above that of 1938, compared to a median rise of 40 percent 
above prewar in Western and Mediterranean Europe. The rise in 
productivity has, however, been unusually high: 45 percent per man 
year for every employed person. bag rise has been effected, not by 
greater efficienc y in individual sectors, but through structural changes 





® Table XI-6 and Kaplan (1953, p. 52). 
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in the economy, with marked shifts from handicrafts and agric ‘ulture 
to other pursuits, especially industry and services. These chi anges 
were made possible, initially by the rehabilitation and more intensive 
use of former German facilities, and then by the construction of new 
facilities. By 1953, Polish glass output was nearly triple that of the 
combined territory of prew ar Poland and Polish-oc cupied Germany ; 
for rolled products, it was 57 percent greater; for coke, 30 percent ; 

and for coal, 22 percent. 

By 1952, industry was generating 43 percent of the national income, 
compared to 21 percent for agric ulture, 19 percent for services, 9.1 
percent for transportation and communications, 6.5 percent for con- 
struction, and 1.2 percent for handicrafts (table XI-1). The process 
of industrialization was further advanced than in the Soviet Union 
in the same year. Comparable statistics for the latter country were 
tt percent for industry and construction jointly, 25 percent for agri- 
culture, 9.4 percent for transportation and communications, and 22 
percent for services.” 

As indicated above, the pattern of expenditure of the national 
product was completely transformed between 1947 and 1952. In the 
later year, current Government consumption had risen to 32 percent 
of the gross national product. It was, in absolute terms, nearly four 
times as high as in 1938. The largest components of this sector, over 
) percent of the gross n: itional product each, were “health and educs 
tion” (including the e xpenses of the Communist Party), defense, and 
net transfers to the Soviet account. Government administration 
proper consumed about 4 percent of the product. The share of invest- 
ment, now entirely in Government hands, rose to 23 percent of the 
gross national product; it was about 2.4 times as large as in 1938 
in absolute terms. Finally, private consumption fell to 45 percent 
of the Jross national pro Juct. B y 195 2. at was on a per capita basis, 
only 85 percent of the 1947 level and about equal to that of 1938. 
The expansion of health and education activities since 1948 has to some 
degree softened this decline in consumer welfare since 1947. Be- 

‘ause of the impossibility of determining the share of Communist 
P arty expe nditures within this sector it 1s not feasible, however, to 
spec ify that degree. 

Confirmation of the decline of private consumption is gained 
through an examination of the structure of household expenditures. 
By 1953, food took 64 percent of the consumers’ budget compared to 
LS percent before World War II (table XI-—4). Also, according to 
the United Nations, the cost of living in Poland more than doubled 
between 1950 and mid-1953, while wages had risen only about 1.7 
times." The deterioration in housing too is significant evidence. In 
the years 1946 through 1950, inclusive, the Poles built not more than 
130,000 urban dwelling-quarters.” Yet the urban population at the 
end of 1950 was 2.2 million persons higher than in early 1946.” 

Between 1948 and 1952 Government expenditures soared. In the 
later year, they covered 62 percent of the gross national product, with 
only 6.8 percent being returned to the population as transfer pay- 





Estimates of the Department of State. 
— N E/ECE 174 (1954, pp. 65-66). 
1 Ibi p. 68 (1949-53) 1947 data from Central Statistical Office (1949, p. 384). 
Estims tes for 1946 and 1948 are lineal projections. 
Mauldin and Akers (1954, pp. 56, 123 
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ments (table XI-5). Revenues have increased even more sharply; in 
contrast to previous Polish history, a slight budgetary surplus was 
achieved. Ties, in constant prices, were 8 times as high as in 1947, 
and 7 times as high as in 1938. Sixty-eight percent of the revenues 
derived in 1952 from turnover taxes, laid basically upon consumer 
goods. 

In the field of investment, the 6-year plan (1950-55) embraces only 
mederate shifts from the pattern of its predecessor (table XI-6). 
The allotment to industry has been increased to 43 percent of the 
total, while that of tr ansport ation and communications has been re- 
duced to 15 percent. The other segments remain about as before. 
Thus the heavy emphasis upon maximum industrial output continues. 
Summary 

The economic history of Poland since the First World War has been 
characterized by extraordinary complexity. In general, at least six 
oe phases may be recognized: 

An early post- -World War | phase (1921-26) characterized by 
if recovery, increasing foreign debt, and repeated hyperinflation. 

2. A brief period of relative prosperity (1927-29) with marked 
economic growth, improved fiscal policies, and a favorable balance of 
trade, yet with serious weaknesses particularly in the domestic capital 
a 

A prolonged period of economic decline (1930-35) dominated 
by severe deflationary policies, high unemployment, and the increas- 
ing control of production and trade by the state and private cartels. 

A few years (1936-39) of state capitalism, with rigid control of 
seisibame trade and domestic prices, broad fiscal reforms including the 
introduction of progressive income taxation, and domestic credit ex- 
pansion through large-scale governmental borrowing and other deficit 
financing. A substantial state investment program centered on heavy 
industry and transportation was launched. Industrial employment 
and productivity rose sharply, but agriculture ee both in 
regard to output and in regard to productivity. By 1938, Poland’s 
national income had recovered to about the level of 1913. 

». The early postwar years (1945-48) were ones of rapid recovery, 
with tremendous resource accessions from Germany and substantial 
aid from UNRRA largely offsetting the human and material losses of 
World War II, including the Soviet acquisition of eastern Poland. By 
1947, Poland’s national income in 1938 zlotys had returned to 86 
percent of the 1938 level. Through the absorption of the bulk of the 
handicraft workers in industry, the share of manufacturing, mining, 
and utilities in the national income rose to 39 percent. Agriculture 
was still only 60 percent that of 1938, but a shift from net exports to 
net imports 1n foodstuffs, and the moderate share of both current Gov- 
ernment expenditures (9.4 percent) and investment (17.7 percent) 
in the gross national product, permitted the rise of private consump- 
tion per capita to a level 20 percent above prewar. ‘The main expres- 
sion of Soviet influence in this period lay in the structure of invest- 
ment, which corresponded closely to that of the Soviet second 5-year 
plan. 

The period of full-blown sovietization began in 1949. This 
had, in general, an adverse effect on the Polish economy. Between 
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1948 and 1953, the national income increased 46 percent, compared 
to 51 percent between 1946 and 1948. No further increases were 
ealized in industrial productin ity, which stagnated at some 85 per- 
ent of the prewar level. Further growth was being effected only 
through the Input of man labor. At the same time, the return of 
AGT Ié ultural productivity to about prewar must be recognized as an 
accomplishment. In general, Poland in 1953 had a.national income 
16 percent above that of 1938; 80 percent higher ona per capita basis 
because of the reduced population. By 1952, 43 percent of the na- 
tional income was being originated in industry, compared to 23 
percent prewar. The share of agriculture had fallen, over these years, 
from 39 percent to 21] percent. 

he most profound changes in the period 1948-53 were effected in 
the national pattern of expenditures. By 1952, nearly a third of 
the gross national product was going for current Government ex- 
penditures, including almost 10 percent for defense and about 9 
percent for net transfers to the Soviet Union—tribute, in a word. 
rhe share of investment had risen to 23 percent; thus, only 45 per- 
‘ent of the gross national product remained for private consumption. 
In consequence, living standards were at least 15 percent below the 
1947 level. They were reduced to about the prewar position, with 
certain segments such as urban housing being even poorer. Partial 
compensations for this decline have been increases in health and 
education. 

With so chaotic a history, with so many structural imbalances exist- 
ing today, with profound uncertainties about future boundaries, no 
forecast of future economic growth in Poland appears possible. 
Obviously the great determinant will be politics rather than demog- 
raphy or resources. An assumption of Polish assent to decades more 
of Soviet imperialism appears historically implausible, while any 
other assumption is pure speculation. 


5. EAST GERMANY (INCLUDING EAST BERLIN) ~™* 


Lhe pre-World War IT situation 

In 1936, the territories now forming the captive state of East 
Germany—the so-called German People’s Republic—comprised 22 
percent of the entire area of Germany.*® These territories had slightly 
more than a proportional population but a slightly smaller labor 
force, 24.1 percent and 22.4 percent, respectively, of the German 
total.™ 

Although the labor force in agriculture was only 19 percent that 
of Germany as a whole, it was exceptionally productive. The 
present East German lands gave the country 28.4 percent of its grain, 
28.7 percent of its potatoes, and 43.8 percent of its sugar beets. 
Almost 18 percent of the nation’s cattle and 24 percent of its swine 
grazed on its fields.*” In industry too, this area played an important 


‘Based on data prepared by Mr. F. Sanderson, U. S. Department of State. 
Liinderrat des Amerikanischen Besatzungsgebiets (1949, pp. 14-17). 
®*Thid., pp. 14-17, 36-37 Data for May 17, 1939, allocated within the 1937 German 
boundaries 
Crop data are 1934-38 averages while the livestock numbers are for 1936. (Ibid., 
pp. 124-1388, 196-199.) 
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role, contributing 25.6 percent of the entire labor force in industry 
and handicrafts, and 29 percent of those in mining, large-scale manu 
facturing, utilities and construction. In 1938, East Germany (includ- 
ing East Berlin) produced 27.2 percent of all German gross industrial 
output, including 34.8 percent of the textiles and apparel, though 
only 19 percent of the minerals. Services, however, were more 
weakly represented than in other parts of Germany. Only 21 percent 
of the personnel in transportation, commerce, public and private 
services, and domestic work came from East Germany.”* 


The share of East Germany in German industry in 1936 
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In general, the income generated in East Germany in 1956 1s esti 
mated to have constituted a quarter of the all-German total. The 
largest contributor to the East German product in 1936 was industry 
(large- and medium-scale manufacturing, mining, and utilities) which 
originated 43 percent. Handicrafts and construction originated an- 


other 7.4 and 6.3 percent, respectively. From services came 25.7 per 
cent, while agriculture, forestry, and fisheries generated 17.7 percent 


‘ 


of the East German gross product at factor cost. 
The East German labor force in 1936 is estimated to have totaled 
7,460,000 persons, including wage-and-salary earners, unemployed, 


** See note 2. 


See table XII-1 
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self-employed, and family helpers.” It is believed that, of this 
number, 1.92 million were employed in manufacturing, mining, and 
utilities, and 0.39 million in construction. The persons occupied in 
handicrafts approximated 0.91 million; those in services, 2.08 mil- 
lion; those in agriculture, forestry, and fisheries, 1.71 million. Pos- 
sibly 455,000 persons were unemployed. If these estimates are 
adopted, the relative productivities of persons employed or occupied 
in the various sectors of the economy may be assessed. The highest 
productivity was in manufacturing, mining, and utilities, where it 
ran some 3,900 marks of income generated annually. This was about 
2.7 times the productivity of the least efficient sector, handicrafts, in 
which much of the labor force consisted of family helpers, often un- 
paid. The annual productivities in construction (2,800 marks) , serv- 
ices (2,200 marks), and agriculture (1,800 marks) were intermediate. 

It is estimated that 64 percent of the gross product of the East 
German territories went, in 1936, to private consumption. Twenty 
percent went to the Government, for administration, the armed forces, 
health and education, and other current uses." Gross investment took 
15.4 percent, while the remaining 1 percent represented net payments 
to other parts of Germany and abroad. 

Trends: 1936-53 

Kast Germany shared in the general economic boom brought on 
by German rearmament and territorial expansion from 1936 to 1941. 
Thereafter, as the Germans met with reverses, the territory began to 
suffer drains of manpower and increasingly heavy bombing damage. 
In the final stages of the war, Kast Germany was the scene of intense 
ground combat, especially the Berlin campaign. After the German 
collapse, the large-scale removal of industrial equipment by the 
Russians, military requisitioning, private looting, and the flow of 
refugees from the east all combined to shatter the East German 
economy. 

In 1948, when conditions were already considerably better, the gross 
product of East Germany was less than 72 percent of the 1936 level. 
Although the data are quite approximate, it appears that the sharpest 
decline was in construction, which was but a third that of 1936; 
industry was about 60 percent as high as in the prewar year; agri- 
culture, roughly 70 percent. The services and handicrafts had re- 
turned approximately to their old levels.” 


” These estimates were developed as follows: (@) From 1933 and 1939 data on the labor 
force of all of Germany, figures for 1936 were interpolated for each component (agriculture, 
etc.) and for the total. The 1936 interpolated maeres were then calculated as percentages 
of 1939, and these coefficients were applied to the direct East German data for 1939 to 
produce approximate estimates. Since the sum of the preliminary component estimates 
was smaller than the estimated total, the former were adjusted upward slightly, to give 
final estimates of 1.74 million for agriculture, 3.52 million for industry and handicrafts, 
1.27 million for transportation and commerce, 0.66 million for public and private services, 
and 0.27 million for domestic service. For source see note 2. (b) An estimate of unem- 
ployment was developed by reducing East German employment in 1939 (6,485,000) ef. 
Statistisches Bundesamt, 1954, p. 540, by the same coefficient as that applicable to all 
German employment for 1936 in reference to 1939 (0.845), within constant boundaries. 
See Liinderrat. ete., p. 478. Then, unemployment was calculated by applying the all- 
German rate (8.3 percent of all employment). Finally, the average unemployment pattern 
in West Germany for December 31, 1952, and June 30, 1953, was used in apportioning the 
estimated 455,000 unemployed between industrial, agricultural, and service occupations. 
(Statistisches Bundesamt 1954, p. 128.) The resulting distribution (65 percent, 7.5 per- 
cent, and 27.5 percent, respectively) of unemployed was then subtracted from each labor 
force category, to give figures for employed or occupied therein. (c) The figure for persons 
occupied in handicrafts was a residual of the industry and handicrafts total, subtracting 
those employed in industry and construction, and the unemployed. 

‘Table XII 





. 


ac rte aa 


Bite screens 





TRENDS IN ECONOMIC GROWTH 233 


Only approximate and partial data on productivity are available for 
1950, when recovery had progressed somewhat further still. In that 
year, the man-year income generated per person employed in industry 
and construction is estimated to have been 3,000 1936 reichsmarks, 83 
percent of the prewar level. Productivity in handicrafts was about 
that of prewar. In agriculture, however, where the labor force was 
bloated by unskilled refugees to some 2.64 million, man-year produec- 
tivity was only half that of 1936.%2 ; 

The dominant feature in the use-pattern of the East German gross 
national product in 1948 was the enormous share of Soviet exactions: 
18.5 percent of the entire total of goods and services produced in that 
unhappy puppet. The Communist Party apparatus and the East Ger- 
man Government took another 20 percent, as great a share as Hitler’s 
regime. The share of gross investment was low, 6.4 percent. The 
residue, private consumption, was 55 percent. In fixed prices, the per 
capita private income of 1948 was two-thirds that of 1936, itself no 
boom year. Small wonder that, in all the postwar years until 1950, 
Kast German deaths remained more numerous than births. 

After 1948, the revival of the East German economy accelerated. 
The prewar level was regained in 1951, and surpassed by 6 percent in 
1952 and 9 percent in 1953." All sectors of the economy contributed 
to this recovery, but the role of industry was paramount. In all, the 
industrial origins of the East German gross national product in 1952 
were closely similar to those of 1936: industry contributed 44 percent ; 
service, 27 percent; agriculture, 16 percent ; handicrafts 8 percent; and 
onstruction, 5 percent.*° 

In contrast to Soviet policy in Poland and Czechoslovakia, and be- 
sause the point of diminishing returns in profitable exploitation seems 
already to have been reached in East Germany, the Soviets increased 
economic pressure for East Germany very little after 1948. In 1952, 
German net contributions to the Soviet account were only 9 percent 
greater than in the earlier year; they had dropped, as a share of the 
gross national product at market prices, to 14 percent. Also, private 
enterprise was permitted to retain a significant share of the region’s 
economy ; in 1952, 27 percent of all employment and 23 percent of all 
gross output in industry still came from private firms. 

The share of government expenditures in the Kast German product 
remained a constant 20 percent between 1948 and 1952. 

Gross investment rose sharply, from 6. 4 to 14.6 percent of the gross 
national product, tripling in constant value. In 1952, 51 percent of 
this investment was being devoted to industry (including stocks) ; 
26 percent to housing and municipal facilities; 8 percent to transpor- 
tation and communication; only 6 percent to agriculture, forestry, and 
fisheries; and the remaining 9 percent to services. Furthermore, in 
common with practice throughout the Soviet world, the utilization of 





The labor-force data for 1950 are from Statistisches Bundesamt (1954, p. 539), with 
the following adjustments: (a) In agriculture an estimate of 685,000 family helpers was 
added, by assuming that family helpers constituted the same proportion of the agricultural- 
labor force as in 1946. These 31,000 persons (or 6.5 percent of 440,000 unemployed, ibid., 
p. 540) were subtracted from the sum to give the final estimate of 2.64 million: (b) the 
estimate for employment in industry and construction (2.34 million) was derived from the 
official figures for the labor force in industry, construction, and handicrafts (3,627,000), 
minus those oceunied in handicrafts (980,000, ibid., p. 547) and minus 65 percent of the 
unemployed, or 310,000. 

8 Table XII. 

“ Statistisches Bundesamt (1954, p. 537). 

* Table XII. 








234 TRENDS IN ECONOMIC GROWTH 


capital goods was intensified considerably. Thus, in 1952, the East 
German railroads transported 51.6 percent as many ton kilometers of 
freight as in 1956, though only 60 percent as many freight cars and 44 
percent as many locomotives were available.” Nevertheless, the short 

ages of equipment and materials were still so severe in Kast Germany 
in March 1953, that open unemployment totaled about 600,000, or over 
9 percent of all wage and salary earners.” 

From the standpoint of the population the most important change 
after 1948 was the increase in per capita consumption, despite a mod 
erate drop (from 55 to 50 percent) in private consumption as a share 
of the gross national product. By 1952, consumption per head had 
risen to 81 percent of the 1936 level. The prices of food, drink, cloth- 
ing, and household goods all dropped significantly; housing alone 
showed little improvement.** These facts are basic to understanding 
the uprising of June 17, 1953—it represented a spontaneous, violent 
reaction to the reimposition of pressures after a fairly prolonged 
period of rising, albeit low, standards of living. 

a, mary. In 1936. the areas that were to become East Germany 
(including East Berlin) constituted about a quarter of the German 
economy, somewhat more in industry and agriculture, somewhat less in 
ervices. Since the end of World War I], the dominant factor has 
been the Soviet attempt to squeeze maximum profits from this region. 
The maintenance of Communist state panoply has also been important. 
The rehabilitation of the East German economy has been given little 
emphasis. In consequence, the gross national product of East Ger- 
nany in 1953 was only 9 percent higher than in 1936 (and unquestion- 
ably below the 1938 level) ; agricultural productivity far below prewar 
and high urban unemployment have persisted. 

Nevertheless, the Soviets have had to moderate their demands since 
1948 to keep the German goose viable. Living standards rose from 66 
percent of the 1936 level in 1945 to 81 percent in 1953, enough to give 
the East German workers some strength of spirit as well as body. 
Attempted speedups and other increases in Soviet economic pressure 
in 1953 were met with the heroic resistance of June 17, setting a dan- 
gerous precedent for the Soviet bloc. 

ven more than in the case of Poland, the distant extrapolation of 
Kast Germany's economy is an idle exercise. 


KX. Forcep LABor IN THE Soviet BLoc 
INTRODUCTION 


Notwithstanding the denials of the Soviet Government that forced 
labor exists within the Soviet Union and its captive countries, and 
despite the strict censorship of news and control of travel that has 
prevailed in these countries, the fact that a system of forced labor is 
being carried out has been attested to by students of the Soviet econ- 
omy, by the investigation undertaken by an ad hoe committee on forced 
labor of the United Nations, and by reports and testimony of those 
who witnessed or experienced living under conditions of involuntary 


*Ibid., p. 549 
Ibid 


‘ p. 540 Assumes about 40,000, or the 1947—50 average, in East Berlin 
‘Ibid., pp. 552-553. Also U. N. E/ECE 174 (1954, pp. 64-66). 
”“United Nations. All Hoc Committee on Forced Labour Report * * * submitted to 
the Economic and Social Council of the United Nations and the Governing Body of the 
International Labour Office. Geneva, 1953. 619 p. 
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labor. Although censorship of hews by foreien correspondents has 
eased somewhat since Stalin’s death, it has not been lifted to the extent 
of allowing a discussion of prison camps or the authority in charge, 
the Ministry of Internal Affairs (the MVD). 

The ad hoe committee’s thorough and painstaking report, which 
covered the extent of forced labor throughout the world. concluded 
that, “forced-labor systems used for political coercion or in the interest 
of the national economy exist in the Soviet Union and four other Iron 
Curtain countries.” This conclusion was based on a study of the laws 
of the countries, and on information from documents and affidavits 
presented by various government officials or private individuals. 
Countries found to have penal legislat ion constitut ing bases for forced- 
labor systems to be used for purposes of political coercion or economic 
expediency were Bulgaria, Czechoslovakia, the Soviet Union, Ru- 
mania, and Poland. 

An examination by the ad hoc committee of the decrees, regulations, 
laws, and codes of the Soviet Union, presented by representatives of 
the free world, revealed that a system of forced labor has been estab- 
lished which had its inception in 1918. 

According to the allegations, the Soviet penal system constitutes the legal basis 
of a system of forced labor designed to oppress and reeducate those who disagree 
with the ideology of the regime in power. 


} 


The Soviet representatives, on the other hand, denied that forced 
labor exists in the Soviet Union, and that the aim of the penal and 
labor codes is not to punish the offender but to reeducate him so that 
he might become a law-abiding citizen to a Socialist society. Such 
reeducation is accomplished through corrective labor performed dur- 
ing the period for which sentenced. 


HISTORY 


Forced-labor camps were established for the purpose of pull hinge 
and isolating class enemies, the elimination of which was most 
desired. Shortly thereafter the belief that these prisoners could be 
put to use to the advantage of the state began to develop. During 
the early 1920’s a “corrective” labor policy was initiated, culminating in 
the issuance of the first corrective labor code in 1924. The old prison 
system was abolished and its place taken by a network of colonies for 
offenders who were put to work in factories, workshops, and on farms. 
Besides being subjected to compulsory labor, the prisoners were given 
political education. However, these two methods of reform, involun- 
tary participat ion in work of benefit to the state and socie ty and polit l- 
cal reeducation to influence the minds of the convicted to accept the 
Socialist regime, were not coordinated. The code of 1924 was also 
found to be defective in that no clear distinction was drawn between 
class enemies who should be suppressed and convicted workers who 
needed reeducation— 
to accustom them to work and live as members of the laboring community and to 
bring them into association with Socialist construction 

In 1933 a new corrective labor code was issued which emphasized the 
separation of these two types of prisoners. It appears that— 
at this time the corrective labor institutions assumed an economic importance 
which, apparently, had hitherto been lacking, and began to play a part in the 
national economy. 








236 TRENDS IN ECONOMIC GROWTH 


“CORRECTIVE” LABOR 


“Corrective” labor is imposed upon those who are convicted of 
crimes against the state as well as ordinary criminal actions. The 
corrective labor policy is set forth in both the corrective labor code and 
the penal code. Its aim is to prevent offenders from committing acts 
harmful to socialist construction, and from committing further crimes. 
Reeducation and influences are brought to bear to adapt the offenders, 
through organized and directed work, to conditions of a communal 
life in a people’s state. 

The penalties accompanying conviction with corrective labor depend 
upon the degree of the offense, and the degree of class danger which 
the convicted person represents. Three types of corrective labor are 
mentioned in the penal and corrective labor codes: (1) corrective labor 
without deprivation of liberty; (2) exile with corrective labor; (3) 
deprivation of liberty with corrective labor. 

‘The first of these is imposed upon persons whose offenses are not 
considered serious and who are not a threat to “society” to such an 
extent as to need isolation from it. The sentence may be for a period 
of 1 day to 1 year, to be carried out either at a worker’s camel place 
of work or within a specified distance from his residence. The 
offender may be placed in an industrial plant or a mass-production 
unit, or may be assigned to seasonal work in agriculture. Disciplinary 
measures accompanying the sentence include deduction of wages (to a 
maximum of 25 percent) ; suspension of leave; loss of recognition of 
time served for purposes of probation periods, grants of pensions, 
wage increases for length of service, and additional holidays. 

Exile with corrective labor generally applies only to political 
enemies of the state. The importance of exile was explained by 
B. S. Utevski in Soviet Corrective Labor Policy (Unified State Pub- 
lishing House, 1935) : 

The importance of exile as a punishment increased in the reconstruction 
period when the accentuated opposition of class-hostile elements to socialist con- 
struction made it necessary to find new ways of countering such opposition. At 
the same time the possibility of organizing exile on the principle of providing 
persons sentenced to this penalty with a reeducation in labor on large-scale 
socialist construction projects in distant areas of the Soviet Union which were 
in need of manpower provided opportunities of so arranging exile that, while 
acting as a powerful repressive measure, it also served to instill a sense of disci- 
pline in workers who committed serious crimes. 

Sentences imposing exile range for periods of 3 to 10 years, to be 
served in labor on public undertakings on a contract basis between 
the undertaking and the corrective labor institution ; on special under- 
takings of the corrective labor institution; on mass work contracted 
for between state authorities and the corrective labor institution; and 
on mass work in colonies. Mass work in colonies applies also to 
persons sentenced to corrective labor with deprivation of liberty. 
However, persons serving a sentence of exile in mass labor colonies are 
not subject to the restrictions placed upon those deprived of liberty. 

Freedom is not wholly regained upon release after serving a term 
in a corrective labor institution. In many cases released persons may 
not be allowed to go outside a certain restricted area and are under 
constant surveillance by the MVD. These people are numbered 
among the “spetsi,” described by Harrison Salisbury, a former cor- 
respondent from Moscow for the New York Times. Their passports, 
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identification papers, and labor books show that they have been 
inmates of a labor camp as well as the location of the camp. Such 
papers must be presented when seeking employment. In many cases 
the seeker may be considered a dangerous element, making the attain- 
ment of work a difficult matter. The only alternative is to return to 
work on state projects under the authori ity of the Ministry of Inte rnal 
Affairs, the agency which has charge of the undertakings and workers 
of the corrective labor camps. 

Mass deportations of great numbers of persons within the borders 
of the Soviet Union and from the captive countries to northern and 
eastern regions of the Soviet Union have placed in exile victims of 
the ruthless policy of the state to divide and weaken potentially dan- 
gerous elements. Migrations have been enforced for economic reasons 
also. These deportees are not persons who have committed any viola- 
tions of the laws or been sentenced to punitive labor. Material pre- 
sented to the ad hoc committee on forced labor gave evidence of this 
practice of moving whole colonies of people, but the committee did not 
feel that there was enough definite information to substantiate the 
charge that deportees were or are at present being detained in labor 
“amps, and therefore the question of deportation and exile was not 
one to be considered with that of forced labor. 

Nevertheless, the lack of freedom of movement beyond restricted 
areas under the authority of the MVD compels the deportees to seek 
work within a limited field of opportunities, generally himited to work 
for the state. 

These involuntary residents are the “spetsi,” mentioned above. The 
“spetsi” were the subject of the article (one of a series) by Harrison 
Salisbury which appeared in the New York Times for September 28, 
1954. He commented that a great deal has been said about forced 
labor camps but very little attention has been paid to the “spetsi.” 
The “spetsi,” meaning, according to Salisbury, persons who live under 
“special residence conditions,” within limited boundaries, are “the 
millions of citizens of the Soviet Union who, somehow or other, by 
their own actions or more likely by accident of geography, residence, 
or nationality have fallen afoul of the Soviet authorities and been sent 
off to live in some distant and usually unpleasant locale.” They also 
include nationals from the Baltic States, removed from their native 
land as a measure of security by the MVD. They are found particu- 
larly in central Asia, Siberia, the far north, and the far east, regions 
where voluntary settlers will not go because of harsh living conditions. 
These people are not in the true sense of the word “forced laborers,” 
for they may work wherever they can get a job and may live wherever 
they can find shelter within the area to which they are restricted. 
To all intents and purposes, however, they are prisoners of the state, 
subject to the authority of the MVD. 

Mr. Salisbury reported that since Stalin’s death, no large numbers 

of Soviet citizens have been sent into exile, but there has been some 
transfer of exiles from the captive countries. Nevertheless, Mr. Salis- 
bury points out, the uprooting of masses of people will continue so 
long as the present prison system exists and so long as the MVD needs 
workers for the mines, mills, and farms under its authority. 

Under the third type of corrective labor, punishment for crimes, 
political or ordinary, which calls for corrective labor with deprivation 
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of liberty, 1 s based on the degree of the offense committed and the 
extent of ‘hs unger which the offender presents to the socialist soc lety. 
The re port of the ad hoe committtee states that, at least since the 1930 Sy 
there seems to have been two typ ves of institutions for persons who have 
been sentenced to deprivation of liberty with corrective labor. Sen- 
tences of 3 years or less are served in corrective labor colonies, while 
those of over 3 years are served in corrective labor camps. The cor- 
rective labor code provides, however, th at if the court so orders, per- 
sons sentenced to more than 3 years’ labor may be received in the 
colonies rather than the camps. The maximum pent alty with de pr Iva 
tion of liberty is 10 years. For cases of espionage, wreckage, and 
diversionary acts the period may be longer, but not to exceed 25 years. 

The corrective labor colonies receive persons who have been con- 
victed by a court or by a special decision of the MVD. It should be 
noted that, under the corrective labor code and by ordinance, in some 
Instances persons may be sentenced to concentration camps solely hy 
administrative orders of the MVD, without having been accorded : 
hearing and trial in a court of law. This extrajudicial power aeht- 
trarily administered places individual freedom in jeopardy and com- 
pletely annihilates the democratic principle that a person is innocent 
until proven guilty. 

The colonies, which are considered “the basic type of place where 
persons are deprived of liberty,” are themselves broken down into 
three different ae ii (1) Factory and agricultural colonies—organ- 


ized to train people in labor habits, to educate them politically, and 
generally to Familiarize them with life and work in an organized 
community; (2) mass-labor colonies in distant areas—established to 


receive persons who constitute a class danger necessitating more severe 
conditions: and (3) punitive colonies—established to receive persons 
who were previously in other colonies and had shown insubordination 
to the regime or labor discipline. ‘ 

Whatever the results of corrective labor may be, insofar as influ- 
encing and reeducating the workers, it is apparent that the practice 
of using forced labor has been an effective means of accomplishing 
construction and production for the state where labor is difficult to 
get and at greatly reduced cost. 


NUMBER OF FORCED LABORERS 


The Soviet Union has closely guarded any information as to the 
number of persons who committed infractions of the law and were 
sentenced to compulsory labor. Official figures never have been pub- 
lished. Estimates have been made at various times by writers and 
by persons who have escaped from concentration camps to the Western 
World. A House document prepared in 1946 (Communism in Action, 
H. Doc. 754, 1946) reports on page 56: 


The following estimates come from a variety of sources. They differ very 
widely because of the different sources of information of the estimators and the 
different years in which the estimates were made: but they all attest to the 
existence of the institution of forced labor and of camps conducted under harsh 
prison conditions and they all count the victims in the millions—not only at any 
one time but also year after vear. 

Lyons, 6 million in 1933; Dallin, 10 million in 1940; Barmine, 12 million in 
1938; Souvarine, 15 million in 1987; Ciliga, 10 million in 1987; Kravchenko, 18 
million in 1941; Koestler. 17 million in 1943; White, 14 million in 1945. 
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Other estimates have run all the way from a conservative 1,830,000 
to as many as 20 million. Estimates for a single year have differed, 
as shown by Michael Rozanoft’s claim that 11,050,000 prisone rs were 
held by the Soviet Union in 1941 (cited in Tensions Within the Soviet 
Union, S. Doc. 69, 1953, p. 78) against Kravchenko’s estimate of 15 
million, 

However, to place the number of concentration camp inmates as 
high as 15 million to 20 million is regarded as fantastic by at least 
two students of the Soviet economy. Such figures, or even only 12 
million, would imply that one third of the countr y’s men of working 
age were imprisoned. It is the belief of one of these writers that there 
were perhaps as many as 3.5 million prisoners employed in forced labor 
in 1941; the other writer thinks that there were about 5 million for the 
period from 1947 to 1951. 


Naum Jasny, after a study of the State Plan of Development of the 
National Economy of the U.S. S. R. for 1941, based his figures upon 
an interpretation of the data presented therein. He cautioned “that 
the compilations made with the help of these interpretations necessar 
ilv involve a great deal of estimation, partly or even largely arbi- 
trary, and the conclusions at best will be within a rough range of 
approximation”.” Hesummed up the number of concentration camp 
inmates employed i n all economic activities of the NKVD (now the 
MVD) according to the 1941 plan to be 2,322,000. He continued: 


mi Gas 


Assuming that 20 percent of the employed concentration-camp inmates worked 
in enterprises other than those of the NKVD, the figures of 2,322,000 computed 
above for the inmates employed in the enterprises of the NK\V D rises, after 
rounding, to 2,900,000. * * * There still remain, however, considerable numbers 
of concentration-camp inmates used for servicing those who are employed in 
gainful occupations, such as office clerks, cleaners, cooks, medical personnel, ete., 
and even internal policy. With those persons considered, the total number of 
concentration-camp victims used for work may have been as high as 3% million. 
This figure does not include children, full invalids, people too old to work, ete. 
I have no evidence by which to estimate them.” 


The other writer, Eugene M. Kulischer, made the following deduc- 
tion: 


An indirect approach to a plausible estimate of the number of forced laborers 
is to attempt to gage the full complement of “deportees,” including those in 
concentration camps, by comparing election data with figures on the general 
population * * * From the total adult Soviet population (those 18 years of 
age and over) for 1947, 1950, and 1951, let us accordingly subtract voters reg- 
istered in the elections of 1947, 1950, and 1951. Since registration is compulsory, 
this yields the number of nonvoting adults—about 13 million. In order to obtain 
the number of deportees (in and outside of concentration camps), three other 
groups of nonvoters must be excluded: Aliens * *- nersons omitted in the 
process of registration * * *; and the insane, ordinary criminals disfranchised 
for 5 years, and persons under investigation (totaling approximately 3.5 per- 
cent). The remaining nonvoting population for each of these 3 years amounts to 
about 9 million persons—a total which includes not only inmates of concentra- 
tion camps, but also deportees who were never in concentration camps and those 
who have served their time or have been pardoned. * * * 

How many, then, of the residual 9 million mentioned above really are forced 
laborers living in the notorious concentration camps? A pure guess would be 
5 million; it seems the maximum compatible with the mass of deportees to 
be found outside of concentration camps throughout the Soviet Union and with 
what we otherwise know about social and demographic conditions there.” 





# Jasny, Naum, Labor -— Output in Soviet Concentration Camps. Journal of Political 
Economy, October 1951, p. 407. 

“1 Thid., pp. 415-416. 

# Kulischer, E. M., Russian Manpower, Foreign Affairs, October 1952. 
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All these estimates deal with the number of persons sentenced to 
labor in concentration camps or colonies, but if the term “forced labor” 
is broadened to include persons sentenced to corrective labor without 
deprivation of liberty to be carried out at their normal place of 
work. the figure for victims of the system of compulsory “corrective” 
labor would no doubt be higher. Again, there is no way of knowing 
how many are in this category from ‘day to day or month to month. 


ECONOMIC IMPORTANCE 


\s has been stated, forced labor has been used for economic pur- 
poses in helping to increase production in all branches—in agricul- 
ture, in industry, in the mines, in forestry, in road and railroad build- 
ing, and in construction of public works. 

Representatives of various countries presented material to the 
United Nations Ad Hoc Committee alleging that forced labor in the 
Soviet Union is not only valuable as a means of rehabilitating the 
class hostile elements, but also as a factor in the economic achieve- 
ments undertaken by the state, by supplying a source of cheap man- 
power and making possible a cor ‘ps of workers to develop and exploit 
undeveloped areas. On the basis of the information submitted, the 
Committee concluded that the work of prisoners is important to the 
national economy of the Soviets and plays a significant part. 

It is evident from several Soviet sources that, since about 1930, the work of 
both political and other prisoners has been used in the Soviet Union for large- 
scale public works (e. g., canals, railways, and roads), for the development of 
vast areas with abundant and hitherto unexploited resources of raw materials, 
and for the economic development of previously uncultivated regions. Several 
Soviet authors have also stressed the great importance for the national economy 
of the work done by the corrective labor camps and colonies. This information 
from Soviet sources actually relates to conditions existing before the Second 
World War, but nothing either in the statements made in the Economic and 
Social Council by the representatives of the U. 8S. 8S. R., the Byelorussian §S. S. R., 
and Poland on the work of prisoners or in other information which the Com- 
mittee has been able to obtain would seem to indicate that the situation is 
different today. It is also clear from the most recent testimonies examined by 
the Committee that during the war and even after, persons sentenced to cor- 
rective labor were still used on large-scale projects or in big industrial and 
farming undertakings, 

Mr. Salisbury’s report in the New York Times shows that as recent 
as 1954 there has been no change in the policy of using prisoners on 
vublie works and in agric ulture, mining, ete. 

The Committee, however, would not attempt to estimate the extent 
of the value of the labor of prisoners nor to “assess its relation to the 
entire economic activity of the country,” since definite conclusions can 
be made only on statistics which in this case are unobtainable. 

By far the greater proportion of prisoners are located in camps 
or colonies under the authority of the Ministry of Internal Affairs 
(the MVD, formerly the NKVD). An estimate of the amount of 
capital construction to be performed by forced labor was made by 
the United States from data contained in the State Plan for the 
Development of the National Economy of the U. S. S. R. in 1941. 
This plan showed that 14 percent of the capital construction for that 
year was assigned to the NIK VD, and that the actual percentage of 
capital construction by means of forced labor was even higher because 
indications were that some of the prisoners were farmed out to proj- 
ects financed by other government agencies. A Russian refugee, 
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formerly with the central agency in charge of the various 5-year 
plans (Gosplan), testified that from one-tenth to one-half of the total 
production in certain industries was scheduled to be produced under 
NKVD authority in 1941. 

Although forced labor has been used extensively throughout the 
Soviet Union on a great number of projects, the economic value of such 
labor is doubted by two students of Soviet affairs. 

Eugene Kulischer, in his article, Russian Manpower, expresses the 
belief that the Soviet Government does not expect to profit from 
forced labor. The productivity of a forced laborer is undoubtedly 
a great deal less than that of other workers. Forced labor may be 
economically useful in regions where free labor will not voluntarily 
go, but the work to be performed in these outlying districts would 
require only a fraction of the number of persons sentenced to concen- 
tration camps. Kulischer believes that millions have been sent to 
camps not because they are needed but because the Soviet ‘would 
rather risk the economic and social loss of imprisoning them than to 
run the political risk of allowing them to be at large. 

Naum Jasny gives his reasons for believing that concentration 

‘amps are a liability rather than a source of profit in his article, Labor 
ai Output in Soviet Concentration Camps: 

1. Concentration camps diminish the number of persons outside 
who share the burden of paying for the government's expenditures, 
due to low consumption levels and low wages. 

Underuse of skills of inmates and rate of mortality in camps are 
losses to the economy. 

Time is wasted in moving inmates from location to location to 
work on government projects. 

4. Indirect loss is incurred by removing people from their normal 
occupations which were profitable for the state. 

The only economic advantage of concentration camps that Naum 
Jasny sees is “the opportunity to move this labor to places and to use 
it for work where and for which free labor would be difficult or im- 
possible to obtain.” 

Richard Carlton, in writing about the captive countries, has this 
to say about the economic value of forced labor: 

The importance of forced labor is often questioned with the remark that it 
must be extremely inefficient. This is certainly true in the classical economic 
sense, for without initiative and cooperation no large body of workers can per- 
form as efficiently as if they were free. Nevertheless, it must not be forgotten 
that the satellites use their controlled pool of forced labor wherever normal 
recruitment methods would have failed (a) because of the time needed to 
induce free laborers to move, and (b) because free laborers would not willingly 
work for the pay offered and under the conditions required. The essential func- 
tion of forced labor is to supply manpower for the industrialization programs. 
This manpower can be rigidly controlled and arbitrarily assigned. Forced labor 
is highly productive in that it is almost invariably allotted to key segments of 
the development plans. It is also vitally important in the inflexible totalitarian 
economy in that it often provides the sole means of recruiting new labor. In 
a sense, the forced laborers are the shock troops of the 5-year plans.“ 

Another factor which contributes to economic waste is the fact 
that the policing of the whole network of camps and colonies requires 
a large number of MVD guards. The expense of maintaining these 
armed guards is considerable and an added burden to the economic 
structure of the country. 





* Carlton, Richard. The Economic Importance of Forced Labor in Eastern Europe. New 
York, Mid-European Studies Center, June 28, 1954, pp. 15-16. 
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Lhe pressure o1 the whole corrective and penal labor policy ot 
the state upon the workers and their living standards has broad 
repercussions. ‘The ever-present threat of being penalized or con- 
cted for violating the laws or regulations, however minor, creates 
uncertainty for the future and tends to build up a feeling of futility 
and instability. With no incentive for planning ahead, the pro- 
pensity to save is severely curtailed; the desire to spend income on a 
current basis for whatever is available places great pressure on the 
demand for goods This demand, accompanied by a chronic shortage 
of supplies, olive nn rise to black markets of rather large proportions. 
Whatever may be achieved economically by the use of compulsory 
labor of victims of the penal system, the fact remains that under 
Communist domination the freedom, dignity, and worth of the in- 
dividual is disregarded in the drive for industrial e xpansion demanded 
by the regime. 





RESTRICTION ON “FREE” LABOR 


“Free” labor as it is recoonized in the democratic countries does 
not exist in the Soviet bloc. Workers in the Communist countries 
are much more regimented and are subject to dictatorial rules and 
regulations established by the state. Inthe Soviet Union unjustifiable 
absence from work for even 1 day has been punished by corrective labor 
at the regular place of employment accompanied by a reduction in 
pay up to 25 percent. In the captive countries, absence has not been 
so severely dealt with. For ex: imple, in Poland 1 day’s absence is 
reprimanded, with possibility of a fine eta 1 day’s earnings. 
(See Poland: Law on Labor Discipline, in notes on labor abroad, 
U. S. Department of Labor, December 1950, p. 24.) Tardiness of 
more than 20 minutes without a valid excuse constituted an 
absence. The regulations governing absenteeism and tardiness have 
not appeared in the published laws of recent date, but there is no 
indication that they have been formally repealed. It would seem 
that presently these violations are dealt with by disciplinary action. 
Labor mobility on a voluntary basis is curbed by legislation placing 
restrictions on leaving jobs. Transfers of workers, particularly skilled 
and scientific workers, become mandatory upon orders from Govern 
ment department heads, regardless of the desires of the workers. 
‘Trade unions exist only in name and have become an arm of the state 
to carry out the policies of the regime, not to represent and promote the 
interests of the workers. 

Restrictions on the freedom of employment have been caused f 
governmental actions. Enforcement of regulations set forth by the 
Government has resulted in reducing the gap between the status of 
free and forced laborers. <A list of restrictive regulations that effect 
the aims of the Government to mobilize and discipline labor shows the 
extent to which labor is regimented. 

(a) Strikes are not forbidden by law, but are practically im- 
possible, because of ruthless sup pression as sabotage: 

(6) Legislation dated mares 20, 1938, introduced work- 
books, in which all breaches of labor discipline committed by 
the holder are inscribed. This book must be produced before a 
worker can be hired; 
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(c) Under legislation dated June 26, 1940, workers are not 
allowed to leave their jobs without permission from the adminis- 
tration of their undertaking or institution; 

(d) Legislation dated October 2, 1940, stipulated that every 
year a contingent of young persons must be drafted into the 
vocational-training centers and that, once their studies are com- 
pleted, they must be sent for 3 or 4 years to work in undertakings 
or institutions. Provision is also made for persons graduating 
from universities and specialized schools to be assigned to jobs 
in a similar manner; 

(e) The compulsory transfer of workers from one ap to an- 
other has been authorized by legislation dated October 19, 1940; 

(f) The labor cade and legislation dated June 8, 1046, on the 
fulfillment of the plan, allowed overtime to be required of workers. 

failure to comply with the provisions of these laws is considered 
a breach of labor discipline, punishable upon conviction. For exam- 
ple, appointed trainees who refuse to enter training, or who leave 
centers of training without permission, may be sentenced to a labor 
colony. Workers who refuse to transfer to other undertakings, or 
who leave work without authorized permission, may be impr isoned. 
Punishment for infractions of the laws is extended to include man- 
agers and heads of departments who fail to report cases of violation, 
inflict prescribed penalties, or who hire persons without authorized 
permission to leave former jobs. 

After a study of the material submitted and the allegations made 
by the several free-country een tives, the ad hoc committee 
reached the conclusion that- 
such measures, applied on a large scale and in the interests of the national 
economy, lead * * * to a system of forced or compulsory labor constituting an 
important element in the economy of the country. 

The shortage of the labor supply and the utilization of manpower 
for industrial use were problems which were faced as far back as 
the 1930’s. The effort to secure a greater labor force led to the policy of 
tightening the restrictions on the freedom of workers to accept or 
reject employment. Unemployment was not to be tolerated and the 
unemployed were not permitted to refuse any kind of work available, 
whether suitable or not, except for reason of illness. The labor ex- 
changes, the Government employment agencies, were empowered to 
remove from their lists names of persons refusing to take jobs, thus in 
many cases depriving them of any chance to work. At the same time 
unemployment benefits were “suspended.” This move was justified by 
the announcement that there was no more “unemployment.” To date, 
unemployment does not exist officially and, as a result, unemployment 
compensation has been completely eliminated. 

The suspension of unemployment benefits was a means of pressure to force 
the unemployed worker to accept any job offered, even if it was outside his trade, 
beneath his skill, and far from his place of residence.“ 

There has been evidence in recent years that these restrictive laws 
have been evaded, particularly in those industries where there is a 
heavy productivity schedule and a shortage of labor. The Soviet 
press in 1952 reported the censure by the Central Council of Soviet 
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Trade Unions of the housing and transport-machine-building indus- 
tries for their “weakness in labor discipline.” Other press reports 
complained of the tolerance being shown by managers toward ab- 
senteeism and tardiness, and the laxity with regard to workbooks. It 
was found that absentees and latecomers in many instances were not 
reported and turned over to the courts for trial. Workbooks were 
not being kept up to date, nor were they being demanded by manage- 
ment, thus permitting workers to leave or accept jobs without authori- 
zation. This defection of truancy and “floating” is one of the causes 
for concern to the Government in striving to overcome a weakening 
of its power to regiment workers in the effort to heighten production. 

The impossibility of policing every corner of the industrial sector 
gives rise to the practices referred to in the complaints appearing in 

he press. Evasion of the laws is apparently a publicly acknowledged 
fact, but it must be borne in mind that the laws are still in effect and 
may be applied at any time the party desires to enforce them within 
any one area. 

Further restrictions on the freedom of labor are found in the prac- 
tice of drafting hundreds of thousands of youths of both sexes between 
the ages of 14 and 19 for industrial training. Assignments to the 
different training centers are made by the authorities without regard 
for personal preference. After the period of training, the draftees 
are obliged to work for Government plants for 4 years. 

In similar fashion, professionals upon graduation from universities 
are given assignments by the ministries in charge of the schools, re- 
gardless of individual choice. These assignments are for periods of 
36tod years. 

Collective bargaining in the Soviet Union is another example of 
the absence of free labor conditions. Collective agreements were rein- 
troduced in 1947 as a matter of policy after a lapse of 14 years.” The 
agreements are not the result of negotiation between employees and 
employer, but are forms drawn up by the authorities, implementing the 
regulations governing labor and production. 

The new rules positively require that “the rates of wages, of piecework, pro- 
gressive piecework, and bonuses as approved by the Government must be indi- 
cated” in the agreement. 

* * * o a * * 

As before, the new regulations are based on the assumption that “the interests 
of the workers are the same as the interests of production in a Socialist state” 
and that the collective agreements are designed to be the ‘juridical form of ex- 
pression of this unity.” Accordingly, a model agreement is drafted by each min- 
istry upon consultation with the central offices of the appropriate trade unions. 
Then the model agreement is sent as a fait accompli to the establishments con- 
cerned.” 

The purpose of the collective agreements is described by Schwarz “ 
as follows: 

Today, collective bargaining in the Soviet Union is consciously not designed to 
defend the interests of wage and salary earners. As stressed by Trud, the official 
trade-union paper, in an editorial dedicated to the reintroduction of collective 
contracts: “As the guardian of workingmen’s interests we have the Socialist 
state.” Therefore the purpose of collective agreements consists not in the pro- 
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tection of labor, but “in guaranteeing the fulfillment and overfulfillment of the 
state production plan for the given establishment.” Hence “the main stipula- 
tion of the contracted obligation must be an increased demand from every worker. 
Without strengthening labor discipline and without ruthless struggle against the 
violators of state and labor discipline—grabbers and loafers—there can be no 
real fulfillment of obligations laid down in the collective agreement.” 


GENERAL OBSERVATIONS 


The compulsory and restrictive features of the labor policy of the 
Soviet Union are geared to the political and economic aims of the 
Government. On the one hand, there has been repression of people 
thought to be dangerous to the Communist Party to help insure its 
continuance in power. By means of enforced corrective labor and 
indoctrination, the regime has atte mpted to mold the wills and minds 
of hundreds of thousands of victims. 

On the other hand, the struggle to expand industrial production has 
created the demand for a large supply of labor which led to the alloca- 
tion of manpower at the expense of the independence and freedom of 
workers. The forced labor system of the Soviets has provided a way 
{o punish or liquidate “undesirable” elements among its ranks, but it 
can also be presumed that the demand for forced labor causes the use 
of penalties to a greater or less extent as circumstances warrant. 

The vast police empire must have a natural inclination to maintain and even 
expand its activities. Its leaders are probably eager to lay their hands on in 
teresting projects and the next step is to round up or retain the necessary number 
of prisoners. There are enough laws and decrees and their provisions are flexible 
enough to increase the camp population simply by insisting on a more severe and 
comprehensive enforcement policy. In such a case minor infractions which 
might otherwise have gone unnoticed will lead to long forced labor terms, and 
unscrupulous agents of the judicial and police systems will frame innocent people 
in order to curry favor in the eyes of their superiors. The dangerous combination 
of judicial and police power with “big business” in one single administration— 
the MVD—is one of the reasons for the magnitude of the Soviet forced labor 
system.* 

The effect of the forced labor system and restrictive labor policies 
upon the economic development of the country cannot be accurately 
determined. Undoubtedly the productivity of forced labor is ad- 
versely affected by a number of circumstances,’ such as the overhead 
cost of police administration, the time spent by prisoners in jail and 
being transported from camp to camp, the nonutilization of skills of 

camp inmates, poor administration of the camps, and work time lost 
through ill health and maltreatment. The forced labor system affects 
the productivity of nonslave labor, also, “because of the anguish it 
causes the relatives and friends of the prisoners and because of the ill 
effects on the health, morale, and training of former prisoners.” The 
possible shortening of the lives of former inmates of camps also creates 
an economic loss. 

Under these circumstances it is highly doubtful whether the forced laborers’ 
net product available for investment and public consumption (such as military 
use) is larger than that of an equal number of free workers. But even if it 
should be larger, it would be simple to reduce private consumption of the nation 
as a whole through taxation and loans by a corresponding amount. An in- 


finitesimal reduction in the consumption of the free population would bring about 
the same relation between private consumption and inyestment (plus public con- 
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sumption) that is now achieved through the starvation of several million pris- 
oners surrounded by a large unproductive police apparatus.” 

It is apparent that the living standards of the Soviet people have 
suffered because of rigid controls. Certainly the dignity and welfare 
of the individual have been subordinated to the intensity of the drive 
for large-scale industrialization. 

The Soviet Government was avowedly formed on the principle of 
equality and the belief that the state belongs to the people who work 
and produce. It is hard to reconcile actual Soviet labor policies and 
the uncertain and oppressive conditions under which its inhabitants 
are compelled to live with such principles. 


L. PETROLEUM AND THE MIDDLE EAST 


In any overall plan for the security of the free world, the assurance 
of adequate supplies of petroleum is one of the first essentials. Petro- 
leum in terms of its products serves many purposes. Chemical science 
and engineering have made such progress in breaking down crude oil 
into basic constituents that an enormous variety of essential substances 
now are derived from it. The industrialized West may even be said to 
represent an oil culture. Petroleum in one form or another has come 
to exceed the value of any other commodity in commerce. Its princi- 
pal contemporary importance lies in the fact that it is a basic pre- 
requisite to mass movement. To a certain extent this is due to a num- 
ber of synthetic derivatives, notably rubber. It is most important, 
however, in terms of fuels and lubricants. Thus, while it is vital to 
the activities of a time of peace, it is even more essential to the conduct 
of war. Atomic forces in time may partially supersede those now 
derived from petroleum, but in the foreseeable future oil is power. 
Any optimistic outlook for the free world rests on the availability 
to the nations of the North Atlantic Treaty Organization of adequate 
supplies of petroleum at all times and under any circumstances. 

The factor which aggravates oil-supply problems is the very uneven 
distribution of known petroleum deposits in the earth’s crust. Oil sur- 
veys have not been completed to an extent that would justify definitive 
conclusions as to the existence, size, or accessibility of deposits in 
many parts of the globe. Apparently oil may occur wherever there 
are deep sedimentary rock strata. Even so, it is probable that oil de- 
posits of commercial value occupy relatively small areas. 

It is the greatest of good fortune that more than one-third of the 
world’s oil resources, according to late estimates, lie within the West- 
ern Hemisphere. Of these the United States possesses more than 
half—some 29 billion barrels of recoverable oil. To these reserves can 
be added those of Canada, amounting to some 2 billion barrels. With 
slightly more than one-fourth of the proved oil reserves of the world 
and a much smaller proportion of what usually are estimated to be the 
ultimate potential global reserves, the United States in time of com- 
parative peace consumes approximately two-thirds of all the oil used 
in the world. 

The whole of Latin America, including Mexico, is estimated to pos- 
sess about two-fifths as much oil as the United States plus Canada. 
Ordinarily the bulk of Latin American production flows to the United 


*TIbid., p. 28. 





TRENDS IN ECONOMIC GROWTH 247 


States. Whatever importance this may represent in time of peace 
would be many times increased in the event of a major war. The point 
especially to be noted in this connection is that, except for certain 
specialty products in relatively small quantities from American re- 
fineries, the petroleum of the Western Hemisphere is not available for 
the supply of the growing demands of Western Europe. 

The problem of oil supply to the free nations of Europe would be 
much less acute but for the fact that the area comprised by these 
states does not rank high in terms of oil production. Since the close 
of World War II Europe, outside of Soviet or Soviet-controlled ter- 
ritory, has never been able to supply from its own crude oil and liquid 
hydrocarbon sources more than 20 percent of its requirements, and 
the gap between indigenous oil production and current demands has 
been constantly widening. This means that, in spite of stepped-up 
synthetic production, Western Europe has had to import substantially 
all of the oil and oil products required for normal economic life plus 
a modest degree of rearmament. 

The relative unavail: ibility of American oil for the needs of Western 
Europe inevitably has plac ed the burden of supply on the Middle East. 
Transportation and price considerations also have favored European 
dependence on Persian Gulf oil, whether transported to the Mediter- 
ranean by pipeline or by tanker. Importation from the Middle East, 
particularly after the closing down of the great Abadan refinery late 
in 1951, was in terms of crude oil, for the most part. This necessitated 
a vast refinery building program, involving new plants in almost 
every sector of Western E jurope. This has tended, n: iturally, to in- 
crease the interdependence of Europe and the Middle East producing 
areas. It is not to much to say that, since the strength of the Western 
European countries is essenti: al to any plan of free world defense and 
since this strength depends in a large measure on adequate supplies 
of petroleum produc ts, the Middle East is a prime factor in free world 
security. 

There can be no doubt that oil in sufficient quantity for any need is 
present in the Middle East. Taken asa whole, this area possesses more 
than half of the known oil reserves of the world, amounting in 1953 to 
about 62 billion barrels. Here all of the circumstances which con- 
trol the recovery of oil in significant quantities have combined to form 
phenomenally rich fields. Serious obstacles to production exist in 
the area, nevertheless. Those created by extensive deserts, great 
heat, rugged terrain, and long distances have been largely overcome. 
The greater hazard is found in the lack of enthusiasm ‘of the pro- 
prie tary states for western methods of exploitation and the consequent, 
growth of sentiment for the nationalization of such resources and in 
the thinly veiled designs of the Soviet Union on the oil-producing 
countries. 

It is clear that the countering of Soviet influence in the Middle East, 
especially in the oil-producing countries, and the continued orientation 
of these countries toward the West sufficiently at least to preserve 
favorable relationships with respect to foreign financial investment 
and trade is a major task of western diplomacy. It still remains to 
form a fair estimate of Soviet intentions as to Communist propaganda, 
subversion, or even outright aggression in the Middle East Oil areas. 
The character of these intentions undoubtedly depends to a consider- 
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able extent on the needs of the Soviet Union and its satellite states for 
petroleum, for while it would be greatly to the advantage of the Soviet 
Union simply to deny the use of Middle East oil by the free world, 
the political risks that Soviet leaders will be willing to take in attempt- 
ing to frustrate the activities of capitalistic nations in this important 
area are certain to be related to the question as to whether the Soviet 
Union itself needs Middle East oil to supplement current production 
behind the Lron Curtain. 

The precautions taken by Soviet authorities against prying eyes 
have been so elaborate as to restrict to broad generalizations any 
conclusions arrived at along this line. Such information as can be 
gathered will have been drawn from oflicial published reports, pre- 
viously calculated as to propaganda value, or will have been deduced 
from fragments of ascertainable fact. In either case, resulting data 
must be regarded with an open mind. 

Owing to the style of life led by Soviet and satellite peoples, the 
quantities of pe ‘troleum products required in pursuance of the objec- 
tives of the Soviet Union are considerably smaller in proportion to 
total industrial output and size of populations than in most West 
European countries, and more especially, in the United States. 
Nevertheless, in consequence of the increased use of internal com- 
bustion and—in aviation—jet engines, the emphasis has been shifting 
since 1945. Road transport during the past 10 years has more than 
doubled. Automobiles have been multiplying, as have farm tractors, 
trucks, and harvesting combines. Diesel engines have become stand- 
ard in railway transportation. Even so, the principal needs for oil 
derivatives emanate from the progressive mechanization of the mili- 
tary establishment. 

The growing need for fuel oils appears to be reflected in the goal of 
the fourth 5- year plan. Whereas the third, which ended in 1950, fell 
somewhat below the target with a maximum annual production of 265 
million barrels of crude, the aim for 1955 is an annual production of 
{50 million barrels. Considering the emphasis now being laid on 
deep drilling, improved production methods, and pipeline transporta- 
tion from new and distant fields, this goal may be possible of achieve- 
ment. It is not certain, however, that the advertised goal of the cur- 
rent 5-year plan, even as supplemented from satellite countries, re p- 
resents the full extent of oil needs. That extent will be determined 
by Soviet political and military designs, probably including the plan 
of continuing to dump oil on the world market in barter agreements 
with the twofold object of accumulating foreign exchange and em- 
barrassing the oil-trading western nations. The announced goal of 
the current 5- year plan thus cannot be accepted as a depend: able indi- 
cator of the oil calculations of the Soviet Government. 

There is little reason to suppose that the Soviet Union is deficient 
in petroleum resources. Nearly half of the subsurface ground struc- 
tures in its entire Eurasian area consist of sedimentary rock formations 
where oil may occur. One authority on Russian resources thinks that 
the ultimate petroleum yield may be of the order of 168 billion barrels. 
Another estimate, taking into consideration natural-gas resources and 
inclusive of completely unproved regions in western and northeastern 
Siberia, suggests an ultimate potential of 195 billion barrels, twice that 
of the United States. These figures, of course, are largely guesses 
and may be greatly oversanguine. Nevertheless, more than 20 basins 
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favorable to oil production have been mapped. Some of the indi- 
vidual fields already developed within these basins “~ among the most 
productive in the world. Hence it cannot safely be assumed that 
within any brief period of time the Soviet Union is likely to lack oil 
reserves for its major purposes. 

The disadvantages inherent in depending principally on production 
in the Caucasus region have stimulated the deve lopment of oil and 
gas fields on the western flank of the Urals, conveniently located with 
reference to the newer industrial areas. Between the Urals and the 
Volga is a large oil- and gas-producing region, more than two-thirds 
the size of Texas, called the second Baku. Between this region and 
the Caspian are the oil and gas fields of the Emba-Uralsk district, 
third largest in oi] output. Other fields are being developed east of 
the Ural Mountains on the edge of the central Asian tableland and 
on the eastern shore of the Caspian Sea. Only a little less important 
is the output on the island of Sakhalin. 

A complete survey of Soviet oil resources must include those of 
the satellite countries. The Rumanian fields and their xefineries figure 
considerably in Soviet plans. For example, about 60 percent of the 
output of the Ploesti and Moldavia areas, which had a production in 
1953 of about 33 million barrels, was then being taken by Soviet Russia 
as war reparations. Albania, the Soviet Zone of Austria, and Hun- 
gary each produce more oil than they consume. Czechoslovakia, 
Poland, and Bulgaria, however, have demands in excess of their own 
production. The Soviet Zone in Germ: any produces in coal hydroge- 
nation plants most of the oil derivates required in that region. Within 
the bounds of the Iron Curtain, but beyond its own borders, the Soviet 
Union obtains an annual net of probably 15 million to 20 million bar- 
rels—a very useful amount. 

The Soviet Union thus appears to possess and to ¢ — enough oil 
to implement its domestic and foreign policies. As these supplies 
of petroleum give physical strength to the Soviet regime, they could 
possibly contribute to the paralysis of free Europe if used to imple ment 
the interruption of the westward flow of Middle East oil. 
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A NEW PROGRAM FOR THE SOVIET CONSUMER 


Prepared in the European Division, Bureau Foreign Commerce, United States 
Department of Commerce, November 1953 


The broad commitment which Premier Malenkov made on August 8, 1953, to 
improve the situation of the Soviet consumer “within 2 to 3 years” has been 
translated by decree into a detailed program for the future production of food- 
stuffs and other consumer goods. On October 28 and 30, the Moscow press 
carried the text of two lengthy directives containing 1954 and 1955 target figures 
for a number of mass consumption goods. 

In form of presentation, the program embodied in the recent directives is in 
sharp contrast to the uncommunicative provisions on consumer goods of the 
original directives for the fifth 5-year plan, published in August 1952. Whereas 
the latter avoided quantitative goals altogether, and limited their coverage of 
consumer goods to 9 items, the recent directives spelling out the Malenkov 
program in this field cover a fairly broad range of goods and contain, moreover, 
specific production figures for 2 successive years. 

As a statement of goals, the new directives are also more communicative on 
the subject of consumer goods than either the third or the fourth 5-year plans. 
For example, the fourth 5-year plan cited targets for only 8 types of consumer 
durable goods, and the third plan made no mention of such categories of goods. 
By contrast, the present target figures contain output goals for 18 types of durable 
household goods. In fact, output figures for such products as bicycles, watches, 
samovars, cameras, and phonographs have not been reported in Soviet publica- 
tions since the middle thirties. The newer types of consumer durable goods, like 
refrigerators and washing machines, featured in small numbers in the present 
plans, are still evidently in the experimental stages of production in the U. 8S. 8. R. 


I. Some Foopsturrs To BE DouBLE or 1950 


The new directives divide the presentation of the program into two broad 
categories, foodstuffs and consumer industrial goods. With respect to foodstuffs, 
the information presented in the directives is relatively more complete. Specifi- 
eally, all listed output targets in the foodstuffs category are linked, by percentage 
references, to actual 1950 levels of production. As a result, we obtain from the 
directives a fairly useful statistical summary of the output situation in foodstuffs 
for a recent year (1950), along with the schedule of future production: 


Production of selected foodstuffs, 1950 and plan for 1955 


1955 as 


Unit 1950 1955 ania’ 
(actual) (plan) apren 
hensniitatialibebetisdiameaseiiaiit ~ anita i _ . 

Meat Thousand metric tons 1, 253 2, 550 200 
A ke g | do 483 | 850 176 
Butter Se | do | 319 560 176 
Milk | do 1, 150 2, 750 240 
Fish . . | do , 745 3, 190 183 
Vegetable oils | do 778 1, 500 192 
Soap ea .| do 800 | 1, 200 150 
Sugar. . tana tacnaeleneines _ | do. | 2, 530 | 4, 800 190 
Canned goods conkie | Millions } 922 | 2, 045 222 
Si cristina ~ Billions 125 215 | 170 
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The recently published statistical material thus reflects the existence of a 
fairly well established food-processing industry in the U. S. S. R. While the 
scale of production within this industry is shown to be quite large, its total 
physical output does not appear particularly impressive in terms of the con- 
sumption requirements of the vast population of the U.S. S. R. Thus, the meat 
output figure for 1950 points to an availability of about 9 kilograms (20 pounds) 
a year for each of Russia’s 140 million nonfarm inhabitants during the year. 
The 1950 sugar output provided for a per capita consumption figure of 12.6 kilo 
grams (28 pounds) of sugar. The annual supply of fats and oils appears to 
have been particularly small, 5 pounds of butter and 12 pounds of vegetable oil 
a year for each nonfarm inhabitant. 

As far as distribution of basic foods is concerned, rural areas of the Soviet 
Union, which are served by an ill-equipped network of retail trade outlets, are 
at a considerable disadvantage in obtaining their share of the available supply 
of processed food products. This has been confirmed in the recent report. by 
the minister of domestic trade, A. Mikoyan. Speaking before a conference of 
trade workers on October 17, 1953, Mikoyan called attention to the increase in 
the consumption of sugar by textile workers. Among these workers, he said, 
per capita consumption of sugar rose from 12.8 kilograms in 1909 to 31.2 in 1952. 
Before leaving this subject, however, he added a sobering comment to the effect 
that “some regions still do not have enough sugar.” 

In light of the past performance of the Soviet food industry, the published 
targets figures appear to be singularly optimistic. Roughly half of the listed 
items are scheduled to expand at a rate of some 10 percent each year, and the 
other half of the targets reflect expected increases of 20 percent and more per 
annum between 1950 and 1955. This buoyant optimism on the part of the 
Soviet planning authorities can only be explained on the assumption that it is 
based on the expectation that the decrees, published at the end of September, 
calling for better performance in all branches of farm work, will bring in their 
wake a marked improvement in the supply of the basic raw materials of the 
industry. It will be helpful to recall, however, that the report by Khrushchev 
which preceded the new decrees indicated quite forcefully that Soviet agricul- 
ture has made remarkably little progress since the beginning of collectivization 
25 years ago. For example, the output of vegetable oils increased 20 percent 
between 1928 and 1950, while the population grew by one-third. 


II. PROGRAM FOR CONSUMER INDUSTRIAL GOODS GIVEN WITHOUT PERSPECTIVE 
A. CLOTHING AND FOOTWEAR 


In contrast to the data on foodstuffs, the material on the production of textiles 
and shoes, presented in the recently published directives, contain no information 
on actual 1950 levels of output. It is impossible, therefore, to determine the 
degree of improvement which the Soviet consumer may expect in this group of 
commodities. There are available, however, some independently computed 1950 
output figures in the case of several textile products and leather shoes. For 
these, the planned increases between 1950 and 1955 look as follows: 


. 1950 (ae- Ox® (nlan) | 1955 as per- 

Uni tual 1955 (plan cent of 1950 

Cotton fabrics Million meters 3, 815 6, 267 164 
Wool fabries do 167 271 162 
Silk and rayon fabries do 153 573 374 
Hosiery Million pai 475 777 161 
Shoes 4 do 206 318 154 


Of the above five consumer products, silk products stand out as a category 
singled out for an increase of nearly fourfold by 1955. This reflects the current 
effort being made by the Soviet Government to introduce into the country’s 
textile industry new facilities for the production of artificial silk fabrics. The 
four other items in this group of consumer goods are scheduled to increase during 
the 1951-55 period at a rate of about 10 percent per year. In the textile section 
of the directives may be found, in addition, target figures for a number of 
finished articles of clothing, a category of products never before listed in Soviet 
production plans. Thus, in 1955, according to present plans, the Soviet Gov- 
ernment undertakes to produce, among other things, 20 million overcoats, 16 
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million wool suits, 183 million dresses, and 382 million pieces of knitted underwear. 
In the absence of production figures for any recent year, there is no way of 
ascertaining whether or not these projected goals represent a substantial increase 
over previously achieved levels of output. 


B. CONSUMER DURABLE GOODS 


In the category of durable goods, the new directives promise the Soviet con 
sumer the most spectacular increases within the next few years. There are 
several reasons for the special treatment of this category of goods. In the first 
place, Soviet industry is known to have in operation very few regular, mass 
facilities for the production of consumer durable goods. For example, the most 
public ized home refrigerator (ZIS) is produc ed in one of the shops of the Stalin 
Auto Works, reportedly on a custom-made basis. Furthermore, the social elite 
of the U. S. S. R., who enjoy the housing necessary for such appliances, has 
become strongly conscious of modern household aids. Evidently, the wide preva- 
lence of such appliances abroad has become known to segments of the urban 
Soviet population despite the information policy of the Government. 

In the case of several types of consumer durables, the recently published mate 
rial has, by indirect reference, furnished some clues to current production levels. 
It possible, for example, to compute 1953 output figures for the following types 
of household goods, although their scale of production is, by any standard, 
exceedingly low: 


Units 
Refrigerators ‘ 62, 000 
Washing machines 27, 000 


Vacuum cleaners __ 48, 300 
Metric tons 
Aluminum holloware : : 10, OOO 


Enameled holloware aa 20, SO 


In commenting on the palpably low output levels and targets in household 
appliances, Mikoyan, in the same address referred to above, expressed the hope 
that in this respect the Soviet citizen will show full confidence in the ability of 
his government to produce impressive results within a short period of time. 

“Some skeptics,” he said, “especially among the ill-disposed, will say: here 
is something with which to startle the world. Certainly, we do not intend to 
Startle anyone with our scale of production of washing machines, vacuum 
cleaners, or refrigerators. We have only just started this business. But 
the te mpo at which we intend to advance this neglected area will, I expect, 
astound any skeptics.” 

It is worthy of note, however, that no production data on passenger automo 
biles, either actual or planned, are submitted in the recent directives. Passenger 
cars have been produced in the U. 8. S. R. since 1924. But their level of output 
can be computed at 28,000 cars in 1950, with a target figure of 42,000 for 1955. 
It certainly could not be said of automobiles that their low volume of output 
in the U. S. S. R. today is either due to a lack of time or a lack of production 
experience, 

\ full list of the target figures for consumer durable goods, as cited in the 
directives, may be found in the appendix to this paper. In order to indicate the 
magnitude of increases planned for some items in this field, a selected few com- 
modities are listed below, consisting of articles for which a 1950 level of output 
can be computed. 


Production of some consumer durables, 1950 and plan for 1955 


Ee 1955 as per- 


or md 1950 4 
' MLOGICY — ~—e cent of 1950 
Units Units 
Bievele 655, 000 3, 445, 000 526 
Watches 7, 200, 000 22, 000, 000 305 
Radio receivers 1, 080, 000 3, 767, 000 348 
Sewing machines 508, 500 2, 615, 000 514 
Electric ironers 186, 000 4, 375, 000 900 
Samovars 222, 500 890, 000 400 
Kerosene burners 1, 200, 000 3, 843, 000 320 
Metric tons Metric tons 
Alluminum holloware 36, 000 107, 000 300 
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1mount of investment involved 


The two ministries principally concerned with the fulfillment of the expanded 
program of production are: the Ministry of the Food Industry and the Ministry 
of Industrial Consumer Goods. Each of these two agencies is instructed by the 
October directives to construct and recondition during the coming months a 
sizable number of new plants for the manufacture of the increased quantities 
of goods ordered by the Government. In order to earry out this program of con- 
struction and equipment, the two ministries have been promised an additional 
amount of investment capital, totaling 7.9 billion rubles in 1953 and 15.2 billion 
(including regional producers) in 1954. While it is impossible to ascertain 
how much new building and machinery these ruble sums can buy, it is possible 
to relate the supplementary funds for 1953 to the total figure for industrial in- 
vestments allocated this year. Measured against this total of 82.6 billion rubles, 
the new investment funds amount to a diversion of 9.4 percent in favor of the 
consumer sector of industry. 

From the point of view of production, we know that the consumer sector a 
counted for only 27.8 percent of total Soviet industrial output in 1952. Hence, 
a modest boost in investments, on the seale provide d for in the present directives, 
is not likely to change materially the pattern of industrial output in U. 8. S. R. 
This is a pattern in which heavy industry holds a position of preponderance, 
as reflected in a contribution of 72.2 percent of the total volume of production 
in 1952. At best, therefore, the increased attention to the consumer industries, 
in terms of investments, may initiate a trend to “trim” the share of heavy in- 
dustry to less than 70 percent of the overall industrial products. From there, 
Soviet industry would still have a long way to go before returning to, say, the 
1940 ratio between producer’s and consumer goods, namely 61 to 39 percent. 

According to the language of the new directives, the promised program of 
consumer goods production has become possible because “the Soviet Union at 
present possesses a powerful heavy industry which has assured a rapid develop- 
ment for the economy of our homeland.” Total development, the Government 
statement declares, has now reached the stage where “roughly 70 percent of 
the output of industry consists of capital goods.” Thus, the time is now ripe 
for increasing the rate of the “trickling down” process from heavy to light goods 
In the words of the official communique: “An opportunity now exists for in- 
ereasing substantially the allocation of investment capital into the branches 
of industry producing mass consumption goods.” 

The impression that the Malenkov program for the Soviet consumer is essen 
tially a controlled and, quite modest, increase in the acceleration of the rate of 
activity in the nonstrategic sector of the economy, amplified by means of an 
optimistic presentation, is confirmed by still another comparison. This is a 
comparison of the extent of the upward revision of the original 1955 targets 
presented in August 1952, with those contained in the new, October directives. 
Unfortunately, this comparison can be made for only nine products, i. e., the 
total number of consumer items included in the original version. These are as 
follows: 


Targets for 1955, original and revised 


‘ 1955, Percent 1955, Percent 

Unit riginal f 1950 revised of 1950 
Cotton fabrics | Million meters 6, 142 161 6, 267 164 
Woolen fabrics do 257.8 ot 7 162 
Shoes : : Million pairs 318 155 318 155 
Sugar f Thousand metric tons 4, 503 178 4, 800 190 
PEOtEs J Jak edbteied Z do 2, 448 192 2, 550 200 
Fish ae do 2, 757 158 3, 190 183 
Butter rie lo 550 172 560 176 
Vegetable oils_- do 1, 377 177 1. 500 192 
Canned goods- -.-.-.-.- ‘ Millions 1, 936 210 2, 045 227 


The outlook for fulfillment 

1. Favorable factors.—The principal factor at work in favor of a better supply 
of consumer goods in the U. S. S. R. is the decision of the Government, implied 
in the new directives, to loosen somewhat its traditional tight allocation of 
investments for light-industry expansion. By all indications, the state of 
heavy industry, as seen by the new leadership, is quite satisfactory, and the total 
productivity of industry is proceeding at the desired rate. From the same view 
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point, therefore, even a modest diversion of resources from the former bene- 
ficiaries—basic materials, machinery, and armaments—to consumer goods can 
produce a marked betterment in the supply situation, as well as an improvement 
in morale, within a short span of time. 

2. The present situation in regard to the materials going into consumer goods 
appears to be quite favorable for enabling Soviet industry to deliver on the 
new commitments of the Government. This is probably more to be expected in 
the case of products based on industrial materials, chiefly metals. It is inter- 
esting to note that nonferrous metals appear to be slated to play a bigger role 
in consumer-goods production. Evidently aluminum production has expanded 
to a point where the Soviet Government can promise the population 90,000 tons 
of aluminum hollowware in 1954 and 107,000 in 1955. This tonnage, as Mikoyan 
recently boasted, is greater than the total output of Soviet industry in 1937. All 
aluminum utensils, it should be noted, are scheduled to be produced by the 
Aviation Ministry. 

Unfavorable factors.—1. In comparison with industrial consumer goods, food 
stuffs appear. to be less assured of an improved supply of raw materials. The 
record of Soviet agricultural output since the beginning of collectivization, as 
reviewed by Khrushchey last September, is not such as to lend strong credence 
to the expectation that between 1950 and 1955 such chronically short articles 
of food as meat, milk, cheese, sugar, canned goods, and vegetable oil will double 
in annual volume of production. 

2. In the case of many consumer products of metal origin, the new directives 
provide for the continuation of a long-established Soviet practice of assigning 
the main quotas of production of such articles to heavy industrial plants, on a 
sideline basis. Past experience has shown abundantly, and reflected in detail in 
the official press, that such appended lines of productions are usually maintained 
on the basis of waste material, by the use of obsolete equipment and surplus 
labor 

3. There are, furthermore, some clues in the published directives indicating 
that some large-scale facilities for the production of the projected consumer 
durable goods may still be in the planning stages. This appears to be true in 
the case of washing machines. With reference to the latter, the instructions 
call upon two large ministries (aviation and electrical industries) “to organize 
the production of simply designed and low-cost washing machines (dry-wash 
contents 1.5 kilograms).” 

4. Apart from the difficulties confronting the Soviet consumer-goods industry 
in terms of materials and physical facilities, there remain two more important 
retarding factors: (a) First, the attainment of good quality of product has 
been a difficulty with which Soviet industry has wrestled for many years. Even 
under conditions of severe underproduction, as Mikoyan reports, large quantities 
of goods remain on the shelves periodically for want of buyers, despite the 
standard practice of “tie-in sales” between the wholesale and retail channels. 
Should a greater abundance of goods develop, it may be assumed that additional 
marginal qualities of goods which are now considered acceptable by consumers 
will be rejected. (b) Second, the domestic trade network of the U. S. S. R., as 
described by Mikoyan, cannot in the near future be relied upon to raise its effi- 
ciency of operations in the acquisition of salable goods from industry and in the 
rational distribution of available supplies to all geographic regions and all seg 
ments of the population. 

{ program for the elite 

By its emphasis and selection, the present program appears to be intended 
primarily for the satisfaction of the needs of the elite elements of the urban 
population of the U. S. S. R. The frequent references to foreign standards of 
quality would appear to be irrelevant as far as the bulk of the population is 
concerned. The fact that some basic metal goods, such as beds and utensils, 
are still planned at modest levels, while large quantities of metal are scheduled 
to be processed into such luxury items as vacuum cleaners and floor polishers 
also suggests a degree of demand on the part of the upper economic ranks that 
the Government cannot ignore. There are, furthermore, provisions in the 
present program for making available work brigades for the construction of 
dachas (summer homes), for a more abundant supply of wine, champagne, and 
liqueur, and for the extension of facilities for family dining and entertaining 
in restaurants. 


Some implications of the program 


Spectacular as it is made to appear, the proposed increases in the supply of 
goods for the Soviet consumer will not, in any way, change the nature of the 
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economy of the U.S. 8S. R. So long as the Soviet Government continues to hold a 
monopoly over all investment decisions, the state, and not the consumer, will be 
the controlling factor in determining the types and quantities of products to be 
turned out by the country’s industry. 

It is also quite certain that the present pricing system will remain unchanged 
in the U. S. S. R. Under the existing system, all consumer goods are subject 
to the “turnover” (excise) tax, ranging from 40 to SO percent of the retail 
price, a tax that raises the bulk of the Government's revenue, approximately 
covering the cost of armaments and new economic investments, In an atmos- 
phere of continuing high prices, the bulk of the consumers in the U. 8. S. R. will 
probably have purchasing power sufficient only to buy the basie subsistence 
goods. The new, western articles of consumption will, by default, go to the 
better paid classes in Soviet society. 

It is a matter of far-reaching significance, nevertheless, that in order to make 
its good intentions toward the consumer appear convincing the Malenkoy gov 
ernment had to express its promise of an improved life in specific quantitative 
terms. In this sense, the latest target figures represent a firm commitment to 
the population of the kind the Stalin regime had in recent years consistently 
tried to avoid. The soviet population has apparently not accepted the blackout 
of information on living standards as justifiable on grounds of state security 
Moreover, the model for the Malenkov reform appears to be the Western World, 
both in the readiness to face some of the hazards of information and in the 
promise of a higher standard of supply of modern necessities of daily life. In 
the future, the regime can thus be held accountable for delivering on a set of 
concrete promises. Should it fail to deliver, its relation with the mass of its 
subjects may be expected to become more complicated. 


Production of foodstuffs, 1950 and plan for 1954-55 


154 4 

I IN) , pe ; 3p 
tual ¢ of ent of 

OO 1OM 

Meat 1.000 metrie tons 253 2. 1 74 2 550 0M 
Sausage pro:iucts do 183 If { R50 7 
Butter lo 319 176 149 60 rf 
Cheese ao 48. & ) 20K 35 2K) 
Milk lo 1. 150 > 30K oh 2 750 240) 
Ice cream lo 95 tH) 200 240 250 
Fish (eateh lo 745 2 Af 5 190 R3 
Herring do 246 52 2 f 280 
Vegetable oil lo 778 $4 f ‘) 192 
Margarine Le 9 ) 20K 150 230 
Soap (40 percent ) SOO OOK 25 200) ‘ 

Sugar 
Granulated lo 2, 530 4, SOK i 4, SO ") 
Cube 10 700 Al 143 1 “) 220 
Macaroni products do 136 872 200 1, 030 230 
Canned goods Millions 922 780 193 2,045 222 
Canned fruits do $27 75 187 855 200 
seer 1,000,000 deealiters 13 210 63 232 181] 
Wine_. 1,000 decaliters 14. 460 30, 370 210) 34. 480 240 
Champagne lo _. 1, 057 370) 29 1. 480 140 
Cigarettes Billions 125 200 60 215 170 
Production of textiles and footwear, 1950, and plan for 1954-55 

Commodit Uni . 1954 (plan) | 1955 (plan 

Cotton fabrics Million ter 5 49 6, Qt 
Wool fabrics 1¢ } y 27 
Silk fabrics lo { 7 
Linen fabrics do 2 40 
Shoes, leat'er Million pa 206. ( 267 318 
Shoes, rubber do tf 109. 4 
Hosiery io 673 77 
Overcoats, wool ousan nn 20, 000 
Suits, wool do 12, 400 16, 000 
Suits, cotton lo 11, GOK 15, GOO 
Trousers, wool do 0, 00) 13, 000 
Trousers, cotton and linen do 14, OO 18, 000 
Dresses G6 10, 300 13, 000 
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Production of consumer durable goods, 1950 and plan for 1954-55 
k u ) t f units, except where otherwis« t 
f) 1954 ) 
M 10, OOO 225, 000 
Bieve t O00 10, OOO § 445, 000 
at 200, 000 80), OOO 22 O00, 000 
Wr 650, 000 7.150. 000 
Rad ( O80, 000 2, 861, OOO 3, 767, 000 
elev O00 760, 000 
Wa I 11, 000 206, 300 
Re t 207, 000 330. 000 
08, 500 1, 335, 000 2 615, 000 
Electr 186, OO § 550. 000 1. 375, 000 
no 229 500 675, 000 890, 000 
243, 000 $83, 000 
é 73, 545 134, 270 
10, OOO 2, 966, OOO 843, 000 
( varie 000 90, 000 107, 000 
500, 000 16, 540, 000 
Furniture 5, 33K 6. 958 
(ast iron utens 13, 500 47, 700 67, 500 
ialvanized ut 48, 425 43, 900 193, 700 
Phonograpt 921. 000 1, 125, 000 
Cameras 765, 000 1, 000, 000 
Spoons, Linke teel 140. 000 1. 700. 000 17, 200, 000 
1 Radio and televisio 
3 Metri 
§ Million rubl 
Soviet retail trade 
In billions of rubles at 1940 price 
Year Index Reference data 
4 75.1 Lifits (1948 Monograph) p. 33 
194 69. 1 30 percent below 1946 
194 89.8 7 percent below 1947 
1947 h. See note below 
1948 132. 1 100. 0 1 percent below 1949 
1949 8. 5 0 percent below 1950 
1954 206. 4 15 percent below 1951 
1951 9 (10 percent below 1952 
1952 61. 2) 20 percent below 1953 (Mikoyan, Izvestia, Oct 
1953 1 4] 79 percent above 1940 (Mikoyan, Izvestia, Oct. 2 
1953 4 453. 27179.0 4 Combining 3124+-37.2+104 
1954 4. 8] 72 percent above 1950 
19° $12.8) Double of 195¢ 
Checks with staten by Mikovan (XIX Party Congress louble of 1948 
2 Checks w tatement by Mikoyan (Izvestia Oct. 25, 1953) tl nual rate is double of 1949 
* Annual rate based (presumably) on 9 months 
4 In 1953 prices 
NOTE Basis for computatior A bove serie ym piled on the isis of the 1953 ar l rate figure given by 
Mikoyan (Izvestia, Oct. 1953) as 179 percent of 1940 in comparable prices I 1947 figure for which 


there is no given percentage, the figure of 
ind then to 1949 prices bv using a factor of 
1953, namely, 313.4 and 453.2 billion rubles 





ipproximately doubk 
1940 and 1953 prices for 


102.1 billion was adjusted to 1953 prices 
144.3 percent, obtained ag a ratio 


betwee! 
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SOVIET INDUSTRIAL PRODUCTION, 1953 


Prepared in the European Division, Bureau of Foreign Commerce, United States 
Department of Commerce, March 1954 


Soviet INDUSTRY IN 1953 


During the year 1953 the industrial sector of the Soviet economy Was again 
the chief beneficiary of all new investments allocated by the Government and, 
as a result, increased substantially its capital equipment as well as the volume 
of its annual output. The gross product turned out by Soviet industrial 
installations increased 12 percent in 1953, cr approximately at the same rate 
as in the 2 preceding years. 

A unique feature of the official economic report for 1953 was the stress laid 
on the improvement in consumer categories of industrial production. According 
to the report, the output for consumer products increased more in 1953 than in 
1952, 12 percent as against 10.5 percent, respectively. During 1953, moreover, 
consumer goods production expanded 14 percent in the second half of the year, 
as compared with 10 percent during tie first 6 months. Since the acceleration 
in consumer goods output began only in the second half of 1953, the preponderance 
of capital goods in the total volume of Soviet industrial production has not 
altered much by the end of the year. 

This preponderance may be seen in the breakdown of the total output figures 
according to two major categories of industrial products, capital and consumer 
goods: 


I 


Soviet industrial output, 1940-53 


In billions of rubles at 1926-27 prices 
Consu 
I I lucers’ ( ners ( Sas 
\ d at Of 
( | 1 
t itput 
1940 38. 5 84.8 | 53.7 38. 8 
1950 239. 6 3 6 | 66.0 2 
1951 277.9 s 27. 
1952 308 222 6 | 85,9 | a 
1953 45.5 | 249.3 | 5.2] 27.9 
| 
| 





11951-1953 reportedly at 1950 prices, 


The above figures are based on the official Soviet index of industrial production 
expressed in terms of 1926-27 prices. In the opinion of most serious students 
of the Soviet economy, this index suffers from a number of serious defects in 
valuation procedure which have introduced a marked upward bias in the offi- 
cially reported figures on the value of annual industrial production in the 
U. S. S. R. The chief distortion in the official production measure has arisen 
from the practice of “pricing in” new products (especially machinery) into the 
index at current instead of constant prices during a period of general cost in- 
flation in the Soviet economy. For the purpose of the current discussion, how 
ever, the data based on the official index are used neither to measure the total 
value of output nor to indicate the rate of growth of industrial output, but rather 
to indicate the relative magnitudes of annual changes in the level of industrial 
output and the relationship between capital and consumer goods in the annual 
product of Soviet industry. 
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HEAVY INDUSTRY 


The primary branches of production that provide the basic industrial ma- 
terials required by the fabricating plants of the U. 8S. S. R. made sizable gains 
during the year. Among the basic industries, cement increased 15 percent, 
electric power 13 percent, and crude oil 12 percent. Steel expanded by 10 percent, 
pig iron by 10 percent, and coal by 6 percent over the preceding year. 

In general, the performance of primary branches of industry reflected the 
substantial input of capital equipment and labor provided by the Soviet Govern- 
ment to this high priority sector of production. According to the annual report, 
large quantities of newly designed equipment were allocated during the year for 
the mechanization of labor-consuming processes in the field of electric power, 
mining, and metallurgical production. In particular, the level of mechanization 
has reported!y been raised in the labor-intensive operations involved in the 
mining and preparation of ore for ferrous and nonferrous metals. 

But even in these basic industries, according to the report, longstanding short 
ages have not been eliminated. Thus, the steel industry, for example, failed 
to meet the plan for turning out a number of specific products, including “certain 
deficit types of steel plate.” 

In the coal, steel, and other industries there were, according to the report, a 
considerable number of plants that failed to fulfill their assignments with regard 
to the so-called qualitative indexes of production. Because of the lagging plants, 
the steel industry as a whole failed to reach the planned norms for the utiliza- 
tion of blast and open-hearth furnaces. The oil industry failed to attain 
the planned average speed for exploratory drilling. For similar reasons, several 
ministries in the field of heavy industry, including metal and coal production, 
failed to reduce costs of production to the planned level. The annual plan for 
increasing labor productivity was not met, and the official rates of expenditure 
were exceeded generally in the case of raw materials, fuel, transportation, and 
administrative costs. 

As a result of the steady, if uneven, expansion of productive facilities for the 
basic industries, the level of output in 1953 exceeded the 1940 level by consider 
able margins. As may be seen from the table below, the most conspicuous ad 
vance over 1940 was made in cement production. The most modest degree of 
expansion between 1940 and 1953 was recorded in the field of petroleum 
production. 


Production of basic industrial items, 1940-53 


1953 as 

Unit 1940 950 1951 1952 1953 > percent 

pIsn) | of 1940 

Electric power Billion kilowatt-hours 418.2 90. 1 102. 7 116. 1 131. 2 162. 0 272.2 
Coal Million metric tons 166. 0 260. 6 281.5 301. 2 319. 3 375.0 192. 4 
Petroleur lo 31. ( 37.8 42.3 47.4 53.1 75. 0 170. 1 
Pig iron do-.. 15. ( 19.3 22.0] 25.1 27.3 34. 0 182. 0 
Steel do 4 18.3 27.3 $1.4 34. 5 38. 0 44.2 207. 6 
Cement... do s 10. 4 12. 4 14.3 16.4 22.9 282. 7 


1 Including lignite. 
2 Including crude oil equivalent of natural gas. 


MACHINERY AND EQUIPMENT 


The level of information on individual categories of machinery produced by 
Soviet industry has deteriorated in recent years. Until 1950, several prominent 
machinery items were cited regularly in the annual communique, in percentage 
terms, along with the usual small list of basic industrial materials and a number 
of consumer items. Beginning with 1951, however, the annual machinery series 
was broken by the omission of all percentage references to this category of goods. 

At the same time, there was a certain amount of evidence to suggest that the 
level of production of the omitted machinery products was probably cut back 
by the Soviet Government as a measure to conserve resources for increased 
military production. Precisely how much it was cut back cannot, of course, 
be determined on the basis of data available at present. A rough indication of 
the retrenchment is suggested by the fluctuating levels in the delivery of equip- 
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ment made by the Soviet Government to agriculture since 1950. 


These were as 
follows: 


Government deliveries to agriculture, 1949-53 


1949 1950 1951 1952 19. 
Cractors (in terms of 15 horsepower units 150,000 | 180.000 | 1 000 . 131.000 } 
Combines (number) 29. 00 46, 000 53. 000 41. OC 41. OOK 
frucks (number) 64, 000 82, 000 » OO 57, 000 » OOO 


The machine-building industry was reported to have incorporated during 1953 
a number of new technological processes, especially in connection with its casting, 
forging, and assembly operations. In addition, plants producing machinery were 
reported to have received new consignments of more productive equipment, special 
machine tools, automatic and semiautomatic installations, as well as conveyor 
and automatic lines for the mechanical processing of parts and for the assembly 
of finished products. 

All the same, the annual report leveled some sharp criticism against the 
machine-building industries. A large number of plants these industries, 
according to the report, have consistently been meeting their monthly quotas 
of work at an uneven pace. Specifically, these plants have allowed their daily 
output to proceed during the early weeks of the month at a slow rate, making 
it necessary to shift into high, forced speeds of operations toward the end of 
the month. This situation has resulted in excessive, unplanned payments to 
labor for overtime work and above-quota performance. Moreover, the uneven 
flow of finished goods has caused considerable idleness of labor as well as 
machinery, a higher incidence of damaged goods, and a disruption of the 
shipping schedules to and from the plants. 

The frequency with which the above complaint has occurred in recent official 
Soviet pronouncements suggests that the practice is probably in part the result 
of inefficiency and partly that of a tacit agreement between management and 
labor to use the device of unrhythmical work to raise the earnings of the factory 
workers and thereby reduce labor discontent and fluctuation. It is noteworthy) 
that from the standpoint of efficiency the Soviet machinery industries have a 
relatively better record than the industries producing basic industrial materials 
or consumer goods. On the other hand, their completion of measurable produc 
tion is such as to lend itself to monthly rather than daily quotas of output. 

As in the past, the contribution of the machine-building industries to the total 
product of Soviet industry increased further during the year. In value terms, 
machinery output in 1953 accounted for 48 percent of total industrial produc 


tion, as compared with 41 percent in 1950 and 31 percent in 1940. 


Share of machinery output in total industrial production 


Billions of rubles at consta 
Machinery 
al outp ie ent 
1940 3s 12.9 7 
1950 240. ( 8. 7 } 
1951 277.9 v.4 3 
1952 308. 5 8. 2 44 
1953 ian 15. § 163.4 48 


CONSUMER GOODS 


As evidence of greater emphasis on consumer goods, the official report cites 
the following data: (1) Investments in the industries producing consumer 
goods increased 8 percent, as compared with a 4-percent increase in invest- 
ments for the economy as a whole during the year. (2) Actual output of con- 
sumer goods expanded 10.5 percent in 1952, 10 percent during the first half of 
1953, and 14 percent during the second half of last year. 

The increases that reportedly took place during 1953 in the production of 
individual consumer commodities offer an interesting opportunity to compare 


55767—55——-18 
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last year’s levels of output with the known target figures for 1954. In the 
case of foodstuffs, this sort of comparison may be made for a fairly representa- 
tive group of products. What emerges from such a comparison is clear evi 
dence of a considerable gap that has to be filled in the course of the current 
vear Apparently, only 2 of the 11 food items listed in the table below (wine 
and cigarettes) will require less than a 10-percent increase to meet this year’s 
target figure. The rest of the food products will require rather extraordinary 
increases in production, in the light of their past performance, to attain the 
oals planned for 1954. Butter, for example, will have to rise by 82 percent; 
anned goods, 29 percent; sugar and cheese, 25 percent; meat and milk, 21 per 


en vegetable oils, 18 perce nt: fish, 15 percent, in one vear 


Production of foodstuffs, 1950-54 


1954 1954 
( I 0 1951 ) ) (olan - 
000 metric t 2 1, 40 613 1, SOF 2, 180 121 
i 10 iS3 H5 710 
Butt 19 138 351 61 47¢ 132 
( 1s 58.2 66.9 ii. € 7 125 
Mil 1. A456 1. 739 1, 895 2, 300 121 
Ice c 1 lo 9 190 
Fist 1 1, 740 2, 123 2, 300 2, 369 2, 715 114.6 
H 1 24; 520 
tabl 778 871 949 1.10 1, 300 118 
M urine lo 195 300) 
: 4( reen i SOO 1, 000 
} t j 2 530 2. O8 074 44 4, 30 12 
Cubed lo 700 1, 350 
Mi 1 £36 872 
( | | \ 29 1, O88 1, 208 1, 377 1, 780 129 
Beer Mill leealiter 130 151 160 ISI 210 116 
W ime Thousand decal 14, 460 17, 930 22 950 28, 458 30, 370 106 
. ce On? rs io] 
I 12 141 158 S 2(K O09 


Very few products in the categories of wearing apparel have been reported 
egularly by the Soviet government during recent years. Such production figures 
as can be computed for items in this field point to a slow and irregular rate of 
mprovement. Shoe production, for example, appears to have run up against 
certain production difficulties, chiefly in raw materials. This is suggested by 
he fact that the report for 1958 has replaced the usual percentage figure for 
al shoe output with a figure referring to the output of the plants subject to 
the jurisdiction of the Ministry of Consumer Goods. The volume of silk fabrics 
produced, on the other hand, expanded in 1953 alone by as much as 78 percent. 
\ltogether, between 1950 and 1953 the increase in the production of silk fabrics, 
which include the rapidly expanding new lines of artificial silk, was approxi- 
ately threefold, as compared with a 33-percent increase in cotton fabrics, the 
basic textile product of the U. 8. 8S. R. The long-neglected wool industry turned 
it 222,700,000 meters in 1953, a volume lower than the output figure (270 mil- 
ion meters) originally planned for the end of the first 5-year plan (1932 


bo). 


Production of textiles and footwear, 1950-54 


Unit 1950 1951 1952 1953 1954 1954 
plan 1953 
Cotton fabrics Million meters SKIS 4, 654 4,933 5, 180 5 549 107. 1 
W fabries di 167.4 189. 2 204.3 222. 7 242 108. 6 
Silk and rayon fabries do 153 205. 0 264.4 460. 6 504 109, 4 
on Million pairs 206 241 246 267 
H ry do 431.6 543.8 673 


Since the publication of the new program for expanding consumer-goods output 
in October 1953, a certain amount of information has been made available in the 
Soviet press on the level of production of consumer durable goods. Goods of 
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this category have hitherto been produced by Soviet industry in extremely 


Low 
quantities. 


Correspondingly, the published percentage increases, both planned 
and achieved, have been running quite high 


The volume of television sets pro 
duced in 1953, for example, was reportedly 125 percent larger than 1952, vacuum 
cleaners 100 percent above, refrigerators 59 percent, and radio receivers 27 
percent. 


The economic report for 1953, together with other data, make it possible 


compute current levels of output for the following durable consumer items 


Production of durable consumer goods, 1950 


/ 
I ' hie 
, y ] 
Bicycle Num ber f " 65, OE » On ) 
Watches and clock lo WM ” 9 t Of wr ( p » a9 16 800. OO 8.2 
Wrist watches lo 650. OOM 
Radio receivers lo ( OO |] 8 24 Q R189 2 SF iM an 9 
lelevision sets 1 t « _ ) q { 
Washing machin Lo 27, OOD OO 
Refrigerators l 62, OO 2 4 
Sewing machines 1 8, 5OK s( s t 06, 342 iL 
Vacuuin cleaners ae $8, 300 43. OO 
Enameled utensils \fetrie tor 20, HO 7 { 8.8 
Aluminum utensils lo 5, OOO 40, OO OO. OO 


The low-priority status of consumer goods in the range of Soviet industrial pro 
duction has been confirmed by a number of developments reported during 1953 
It has been indicated, for example, that the bulk of the household appliances 
scheduled for output will be manufactured in existing heavy-industry plants as 
a supplementary line of production rather than in new factories of their own 
With regard to consumer goods in general, the facilities of Soviet large-scale 
industry have never been adequate to meet the official plan. Accordingly, the 
have to be supplemented by the output of ill-equipped local plants and by that 
of numerous small producers’ cooperatives. Owing to the dispersion of author 
ity involved, the Soviet Government has found it especially difficult to maintain 
control over the quality of products entering the channels of domestic distribu 
tion. The 1953 report reveals the degree of official concern over quality in the 
following passage: 

“Many enterprises of the central ministries and in particular tl 


ie pro 
ducers’ cooperatives and local industry, continue to turn out as part of their 
output, products of unsatisfactory quality, in an assortment not correspond 
ing to the demand of the population; they have not taken all measures 
improving the quality of the finish and appearance of goods. In particular, 
poor quality footwear, furniture, china and crockery, badly finished and 
unattractive fabrics, clothing and knitwear articles with serious defects 
continue to be turned out.” 

In the course of the year, a number of measures were introduced by the Soviet 
Government with a view toward improving the quality of consumer goods p 
duced by industry. Asa result of one of these measures, the wholesale organiza 
tions engaged in the distribution of industrial goods for consumers Were trans 
ferred from the producing ministries to the Ministry of Domestic Trade. An- 
other measure gave the trade network the right to refuse to accept from industry 
articles of substandard quality. In November 1953 the Soviet press reported that 
the Minister of Trade, working under new authority in this field, invoked sanc 
tions against two plants which systematically produced defective rayon cloth 
The Minister ordered the return of a large quantity of the defective cloth to 
the two plants and, at the same time, reduced his orders of new cloth drastically 
for the following 3-month period. 


for 
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Industrial production in the U.S. 8. R., 1950-538 
Commodity Unit 1950 1951 1952 1953 


Primary industrie 





Coal, including lignite Million metric tons 260. 6 281.5 401, 2 319.3 
Petroleum, crude, including gas do 37.8 42.3 47.4 53. 1 
I iron do 19.3 22. 0 25. 1 27.3 
Steel do 27.3 31.4 $4.5 38. 0 
Rolled steel do__+ 20.8 23.9 26.8 29 
Manganese do 3.4 4.2 
Electric power output Fillion kilowatt-hours 90.1 102.7 116.1 131.2 
Cement Million metric tons 10. 4 12.4 14.3 16.4 
Fertilizer 10 4.4 5. 2 7 6. 2 
Mac ry and equipment 

Automotive vehicles Thousand 397.3 

lrucks do 369. 2 

P enger cars 1o 28. 1 
lractors do 107.3 
Combines, grain do 16 3 
Machine tools lo x0) S82 
} rht cars lo 117.2 
Steam turbines 1,000 kilowatts 2, 444 2, 688 2, 903 4, O64 
Metallurgical equipment 1,000 metric tons 133. 4 
I motives 

Steam Number 22 200 

Diesel do 300 

Consumer good 

Fish (cate! Thousand metric tons 1, 740 2, 123 2, 300 2, 369 
Meat do 1, 265 1,417 , 630 1, 806 
Butter do 319 338 351 361 
Sugar, granulated lo 2, 530 2, 985 074 3 443 
Soap do 866. 5 
Grain crop (before harvesting Million tons 124. 5 121.3 131.0 130. 0 
Cotton fabrics Million meters 3 815 4, 654 4, 933 5, 180 
W ool fabrics do 167. 4 189. 2 204. 3 222. 7 
Leather footwear Million pairs 206 241 250 
Bicycles lhousand 655 1, 166 1, 667 1,917 
Watches and clocks ke 7, 200 9, 144 9, 967 12, 160 
Radio receivers do 1,013 1, 175 1, 246 1, 582 
lelevision sets do 67 54 122 
Washing machines do 27 
Refrigerators do 62 
Sewing machines do 508 676 812 1, 006 
Vacuum cleaners do 18 


Based on separately reported percentage increase of 165 over 1940. 
Planned figure. 





INDUSTRIAL EXPANSION IN WESTERN AND EASTERN EUROPE DURING 
THE PAST 25 YEARS 


(United States Information Service, European Service Center) 


Summary.—This study of “the balance of industrial power in Europe” shows 
a shift in favor of Eastern Europe (Russia and current satellites) in the last 
quarter century. Its conclusion: While Western Europe still holds the lead it 
cannot afford complacency or industrial stagnation. 

Biographical note-—Formerly Deputy Chief, Research Branch, in ECA and 
MSA Information in Europe, Mrs. Sivard entered Government service from Dun & 
radstreet, where she was associate editor of Dun’s Review and head of busi- 
ness conditions analysis. She has served as an economist in international as 
well as United States Government agencies, spending 7 years since the war in 
lrance, Switzerland, and Austria. Her academic background includes a bachelor 
of arts from Smith College and a master of arts in economics from New York 
University. 

This report is a partial summary of an extensive research project in which she 
is analyzing the comparative development of industry in the Communist and free 
worlds 

It is now 3 years since Western Europe as a whole has made any substantial 
progress in expanding industrial activity. What this means in terms of employ- 
ment, the improvement of living standards, the future balance of trade with the 
rest of the world, has been clearly outlined by the Organization for European 
Keonomic Cooperation in its recent report, Progress and Problems of the Euro- 
pean Economy. OEEC urges member governments to promote increased produc- 
tion as the main emphasis of national policy. The expansion of industry is the 
key to the economic health of Western Europe and the erucial problem of the 
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European economy at the moment. Only through increased industrial activity, 
OEEC points out, can Western Europe achieve a durable basis for internal 
prosperity.’ 

External comparisons further underline the vital importance of industvial 
progress and give sharp emphasis to OEEC’s recommendations for expansion 
While industry in Western Europe marks time, the industries of Russia and its 
satellites have pushed ahead vigorously. The industrialization of the eastern 
countries has already drastically altered the pattern of trade between the East 
and the West. 

The relatively more rapid development of eastern industry is not a phenomenon 
only of the most recent postwar period but in Soviet Russia at least traces back 
to 1928, when the 5-year plans were inaugurated. To what extent is it changing 
the balance of industrial power in Europe? Is Western Europe losing her tra- 
ditional position of leadership in the industrial sphere? Does her industrial 
machine have more, or less, to offer consumers—and how will it compare in the 
future? 

These are questions of vital concern not only to Western Europe but to the 
whole world. On them will depend in large part the political strength of Western 
Europe and the psychological appeal of economie democracy. It is in the next 
quarter century that questions like these will become more and more insistent, 
and the answers clearer. As a basis for evaluating the future, we might at this 
time take a look at the present and at the changes that have taken place in the 
past quarter century in the European industrial scene. 

What statistics can show us about the relative growth of industry in Eastern 
and Western Europe is now, considerable, thanks to the excellent staff work 
of OEEC and of the United Nations’ Economie Commission for Europe. There 
are not yet reliable indexes of total industrial production in Eastern Europe 
or Russia, but there are available figures measuring quantitative production 
(units, tons, kilowatts, ete.) of a large number of industries. Some of these 
can be related to comparable statistics for the prewar years which were compiled 
by the League of Nations. 

In the charts and accompanying tables, production figures for 1952 have 
been compared with those for 1928 in a key set of industries, both for Western 
Europe (OEEC countries) and for Eastern Europe (satellites) and Russia 
Some totais have been partially estimated by the writer; several for the satellite 
countries represent merely planned goals, and others are undoubtedly the result 
of more or less official guesswork perhaps somewhat slanted by the reporting 
officials for propaganda purposes. However, if allowance is made for some 
statistical error and the figures are considered as guideposts rather than as 
precise measuring rods, the results provide some instructive reading. They 
give a clear picture of the relative long-term changes in industry and of the 
contrast of the current situation in the East and West. 

Though it contains some encouraging features, the total picture is not cal- 
culated to produce. complacency in Western Europe. Judging from the com- 
parative results of the past 25 years, these charts say Western Europe cannot 
afford further industrial stagnation. 

For a quick review, the principal points revealed by the statistical compari- 
sons are summarized below. First, let us look at those which are in Western 
Europe's favor: 

GROSS OUTPUT STILL LARGER 


1. In virtually all basie industrial products, Western Europe still outproduces 
the East including Russia by a substantial margin 

The combined output of Russia and the statellites ranges from less than 50 

percent of Western Europe’s production of such producers’ goods as zine and 

cement to 75 percent of Western Europe’s production of steel and coal. (Pro- 

duction of petroleum in the West including the overseas territories is, however, 





1OEEHC’s expansion program: In August 1951, OEEC set a tangible goal for Western 
Europe for 1955—in 5 years gross product was to be raised by 25 percent. 

The objective, and arguments for it, are basically unehanged. So far, however, indus- 
trial activity has failed by a large margin to reach the rate of increase foreseen in the 
expansion program. In 1952 there was no net gain in production compared with 1951. 
In 1953 some improvement occurred in the latter part of the year, but the total increase 

53 w e ercent. 
as te ee eo in January 1954, OEEC was not optimistic for the immediate 
future—unless positive policies are adopted. Appropriate measures differ from country 
to country. They include credit and tax policies directed at encouraging investment, other 
means of creating a favorable atmosphere for business enterprise and a “climate” of 
expansion. 
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only slightly above Eastern output Production of copper is substantially less 
than in the East.) 


INDUSTRY IELDS MORE FOR THE CONSUMER 


Per capita production of consumer goods is even more in the West’s favor 
as a larger gross output is divided among a population 6 percent smaller 


, 


than in Russia and the satellites 


Not only is the present level of production favorable to the West but it is 
also maintaining its lead better than in the heavy industries. The relatively 
slower rate at which the Communists have expanded the consumer industries 
is evidence that the much-advertised “welfare” economics have not yet been 
geared to serve the population. 


AGRICULTURE MORE ADVANCED 


8. Mechanization of agriculture, as evidenced by production of farm tractors, 
has proceeded at a faster pace in the West 

The breakneck pace of industrialization in Russia and the satellites has so 
far neglected agriculture as well as industrial consumer goods. This is demon- 
strated not only by production figures but also by Malenkov’s own report on 
investments. Investment in agriculture and light industry from 1929 to 1952 
totaled 166,000 million rubles, or only one-fifth of the investment in heavy 
industry and transportation. 

For all of its talk of farm mechanization, Russia has only 1 tractor for 400 
hectares of arable land, compared with 1 to 156 hectares in France. In most 
of the satellites the ratio is even lower: 1 to 620 hectares in Rumania, 1 to 764 
in Poland, 1 to 860 in Bulgaria. 

On the other hand, these factors are not in Western Europe's favor : 


WEST’S INDUSTRIAL LEAD NARROWED 


J. Over the past 25 years the East has greatly narrowed Western Eu ope’s 
margin of industrial superiority 


Of the 18 industries reviewed in this study, the East raised its volume of 
output relative to the West in all but 2 (petroleum production did not expand 
as fast as in the overseas territories of Western Europe, and tractor production 
also fell behind relatively). On the whole, the record of the past 25 years 
would seem to indicate that the Eastern countries have reduced by about one 
half Western Europe’s lead in heavy industries and by perhaps one-quarter its 
lead in consumer industries. 


EAST HAS EMPHASIZED CAPITAL DEVELOPMENT 


2. The East's relatively greater progress in production of heavy goods confirms 
its emphasis on expanding industrial capacity 


Communist planning has not hesitated to squeeze consumers in order to en 
large capital production. That this has created an unbalanced industrial struc- 
ture, by Western standards, is very evident. But so far dictatorship has not 
felt compelled to pay much more than lip service to consumers. Large promises 
and modest increases in supplies for the public may be the rule in the future 
as in the past. In that case, priorities will insure the further rapid development 
of the basic industries. Within the next quarter century, Eastern Europe in 
combination with Russia could thus exceed Western Eurove’s capacity to pro- 
duce—for development or for war 


BUT EAST STRESSES PROGRESS FOR CONSUMERS 


The expansion of consumer goods production in the East, even though small 
compared with heavy industry, gains significance by contrast to the past 
and to any evidence of relative stagnation in other countries 

In the eastern countries, living standards have been so low that even small 

increases in supplies can be used to create an impression of significant progress. 
The Russian Communists have from the start recognized the value of the promise 
of a “golden future.” In Western Europe, the total product for the consumer 
is still considerably larger, but it has changed relatively little in the past 25 
years. In Eastern Europe it is small but it has increased relatively very much. 





item el 
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The significance of a feeling of progress should not be underestimated in apprais 
ing the morale of the public and its capacity for sacrifice 

Granted that the past is seldom to be taken as an infallible guide to the 
future, are there any conclusions to be drawn from this statistical review of 
the past 25 years? 

It shows that Western Europe united is still stronger industrially than Russia 
in combination with her European satellites. The balance of industrial power 
still rests with Western Europe, whether that power is measured in present 
yields to the public or in capacity to expand. 

But the trend is considerably less favorable than the statie comparison. In 
the past 25 years the recognized superiority of the industrial West has been 
whittled down to a margin that could disappear entirely in the next 25 years 
True, the East has sacrificed production for consumers in the race to develop 
its basic industries. It produces only a fraction of the necessities and comforts 
of life that are provided in the West. On the other hand, even this fraction 
is growing. 

Faced with this challenge, how can the West afford industrial stagnation ? 


NOTES ON STATISTICS 


References 

Basic: OEEC General Statistics (bimonthly) and Basie Statistics of Industrial 
Production, United Nations Economic Survey of Europe in 1953 and six previous 
annual surveys, United Nations Statistical Yearbooks, League of Nations Statis 
tical Yearbooks. 

Other: ECE European Engineering Industry, European Tractor Industry, Eco 
nomic Bulletin for Europe (quarterly), FAO European Timber Statistics, Textile 
Economics Bureau Textile Organon, Commodity Yearbook. 


Territory (see country list under chart) 

“Western Europe” represents OFKEC member countries (including Turkey which 
is geographically in Asia, excluding Spain which is not a member of OBNEC) 

“Eastern Europe” represents Soviet Russia plus the satellites. Yugoslavia 
is not included. 

For comparability, estimates for Eastern Germany are included in those for 
Eastern Europe in 1928 as well as in 1952. Similarly, only Western Germany 
shows in the totals of Western Europe in 1928 and 1952. 

Area changes as a result of World War II (in square miles) : Germany pre 
war was 182,500, postwar 143,200, of which 94,700 was Federal Republic. Ex 
cluding German changes, Western Europe net territorial change was minor; the 
satellites had a net loss of 54,000 square miles, Russia a net gain of 263,000 
Consequently, the net effect of area changes on the rate of development is to 
reduce the production increase in the satellites between 1928 and 1952, and to 
enlarge increases for Russia. 

Estimates where official figures were unavailable 

1928 production for Eastern and Western Germany calculated from German 
total on basis proportion each area had of total production in immediate prewar 
period: Cotton fabrics converted from meters to tons for Russia, Hungary, and 
sulgaria on basis 1 meter equals 120 gram weight; woolen fabrics converted 
from meters to tons for Russia, Hungary, and Bulgaria on basis 1 meter equals 
455 gram weight. 

Incomplete coverage 

On several of the series, full coverage for the satellites is unobtainable at this 
time. It is unlikely that this affects the production total significantly in most 
cases. However, for the following products, the satellite total would be appre- 
ciably larger if 1928 and 1952 figures were available for all countries. 

Cotton and woolen fabrics.—East Germany lacking. In 1952 it reportedly 
produced 119,000 tons of cotton, woolen and and other fabrics. No breakdown 
has been published. 

Meat.—Bulgaria, Hungary, Rumania lacking. In the immediate prewar years 
they produced 670,000 tons, or one-fourth of the annual meat production of the 
area at that time. 

Butter—Albania, Bulgaria, Hungary, Rumania, and Poland missing. These 
countries produced 156,000 tons prewar or half the area total at that time. How 
ever, the bulk of this was in Poland where production is reportedly now much 
below prewar. 
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Islands (Structural Changes and Postwar Problems of the Icelandic Economy). 
(Forschungs berichte des Institus fiir Welfwirtschaft an der Universitiit Kiel 
No. 10, 41 p.) Kiel, 1950. 

Zweig, F.: Poland Between Two Wars 176 p. Londor Secker Warbury, 1944 


TABLE I.—The growth of National Products in the West, 1988-538 


A i ea 

















Inde 48 = 100] 
j Gi I 
; : 
7 ( 
a 1Gas 4e 1948 5K l 52 ) 
I. NATO countries 
Iceland (1948? 11 100 9 4 93 ri 108 
Norway (1938 79 s 100 106 1G 117 2 1 
+ Denmark (1935 49 87 } Th . { 114 ] 1 
West Germany L93¢ 41] 4 10K { 159 69 178 4 
Luxembourg ) 2 112 117 
Belgium (1950 »] i 104 20) 118 i] 119 
Netherlands (1925/3 87 79 100 107 11 111 114 119 { 
l nited K I aon 7? 
(1948 R4 9g 100 102 105 110 11 
Ireland 
(1938 104 5 106 111 
1938 SO { s 109 1 
France (1938 93 5 100 1] 12 125 126 
Italy (1950 121 100 l 115 125 129 
Greece (1988) (1951 139 2100 12 124 133 131 147 1 
Turkey (1948? S4 10 S4 1( 123 133 14 7 
Portu F u on 14 5 124 129 { 
United i 1939 8 ¥ 10K g 11¢ 119 i ) 
Canac , 39 ( ( 29 ’ 2.97 
IT. Other cou 
Finland 1938) /(1948 0 88) 2 10 122 
Sweden (1949)/(1951 78 4 10 114 l is 
Switzerland (1938 &3 88 10 10K 10¢ 110 1.4 
Austria (1937 1951 114 10K f 147 147 14 ’ 
Sp 1929 1( ' 144 4 { 
NotTe.—General: Approximate and px bly incomparable data a n parentheses 
! Preliminary. 
2 Marks a statistical break, with a new price system bei 1S¢ 
§ Occupied by NATO forces 
41936 
5 2d half of 1948. 
6 Data based on 1952 to 1953 rise in constant prices of an unknown year, not 1925-34 
7 Gross domestic product 
§ Estimated from 1952-53 national product data at curre price I 5 lreas., 1954: 4) and wholesal 
and retail price indices (London Times 1954, x 
1 @ 9 Expenditure of personal in e (excludir 1xes) 
Net domestic product. 
1! 1937. 
12 1935, 
Sources 
Iceland: OE EC, 1954: 283; Wander, 1950: 21, 27 
7 Norway: OEEC, 1954: 283; Statistisk Sentralbyra, 1952: 29 
Denmark: R. Danish Min. For. Aff., 1954: 81; Statisti ement, 1951: 102-3 





West Germany: OEEC, 1954: 283; INSEE, 1952a: 80-81 

Luxembourg: OE EC, 1954: 283 

Belgium: OEEC, 1954: 283 

Netherlands: UN ST/STAT/Ser. H/5, Feb. 1954: 17 

United Kingdom: OEEC, 1954: 283; UN ST/STAT/Ser. H/5, Feb. 1954: 19 
Ireland: OE EC, 1954: 283; Central Statistics Office, 1954: 215 

France: OEEC, 1954: 283; ECA, 1951A 
Italy: OEEC, 1954: 283; INSE 952a: 60ff 

Greece: OE EC, 1954: 283; INSEE, 1952b: 23 

Turkey: Information from FOA 

Portugal: Information from FOA 

United States: OF EC, 1954: 288; UN ST/STAT/Ser. H/5, Feb. 1954: 21 
Canada: OEEC, 1954: 283; T r/STAT/Ser. H/5, Feb. 1954: 15 
Finland: UN ST/STAT/Ser. H/5, Feb. 1954: 16 

Sweden: OEEC, 1954: 283; ECA, 195la 

Switzerland: UN ST/STAT/Ser. H/5, Feb. 1954: 19 

Austria: OEEC, 1954: 283; ECA, 195la 

Spain: Information foom FOA; INSEE, 1952a: 151 
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274 TRENDS IN ECONOMIC GROWTH 


Taste 1V.—Shares of domestic income generated per employed person, by 
industry, for selected Western countries 











Percentage of national total 
Manu- Prans- 
Agricul porta- 
Country and year Factor ture, factur- Con tion, Other 
fishing, ing, struc commu ser vice 
ind en tion nication, defens« 
forestry oe und 
utilities trade 
i 
Ice 
4u National income 7.5 |e 28.3 > 29. 5 1] 
Wi Labor force 37.6 |¢ 27.0 >i¢ 35.4 > 
NI/LFX 100 100.0 « 105. 0 >/¢ (97. ( > 
148 National income lf (36. 5 8. 5 10.3 27.9 
Winter 1948-49 Labor force | : 24.0 7.2 8.3 27.1 
NI/LFX100 | 0.0 152.0 118.0 (124.0 103. 0 
i) irk | | 
( | National income 22 ‘ 40. 6) 4 > 22.2 14.9 
rl Labor force | 2 32.9 > 20.0 14.4 
NI/LI ”) | AS, { 123.0 > 111.0 103.0 
VK Natior income 12. ¢ 18. 0) 6.3 (17.4 15.7 
Labor ¢ 5 | 16.0 410. 0 12.0 \« 2.0 > 
NI/I | 79. 0 20.0 53.0 |« > 
I47 National ir ne! ] 12. ¢ 35. 0 5. 22.9 
47 Labor force | Y 29. 2 et 21.2 
NI/LFX 100 63.0 120. 0 73.0 109. 0 108. 0 
ed Kingdon 
148 National income 6.2 43.2 6.5 21.4 22.6 
48 Labor Fores | 5.2 41.5 6.4 19.0 27.9 
NI/LFX100 119.0 104.0 102. 0 113.0 81.0 
National income |_| 5.8 42.7 6.7 21.6 23. 3 
Labor force 1.8 12.9 6.2 19.0 27.0 
NI/LFX 100 121.0 100.0 108. 0 114.0 8&6. 0 
irela 
194¢ National income || 35.3 « - 20.1 . 22.3 22.3 
1O4¢ Labor force 46.8 12.8 4.2 13.8 22.4 
NI/LFX100 75 118 > 162 100 
Tt 
Nationai income '_} 27.5 37.3 3.3 14.8 17.1 
Labor force 41.4 23.2 2.8 10.1 22.5 
NI/LFX100 66 161 118 147 76 
National income 38. 7 21.4 3.9 17.5 18.5 
Labor force 55.3 14.0 2.5 |« 798.3 > 
NI/LFX100 70 153 156 |« 127 > 
Au 
) National income 14.8 43.4 wou 16.7 17.9 
51 Labor force 31.6 |« 40.3 > 13.3 14.8 
NI/LFX100 47 | 125 > 126 121 
{ i i ale 
19M National income a 36. 9 5.5 26.3 23. 5 
1950 Labor foree 12.3 28.6 6.0 24.8 282 
NI/LFX100 63 129 92 106 83 





Domestic income excluding rentals 
2 Net domestic product at market prices 
Gross domestic product at factor cost. 
4 Includes handicrafts. 
5 Males only 
lotal civil and military employment 
Includes utilities. 
Sources 
Iceland: ECA, 195la; ECA 1951b. 
Norway: UN ST/STAT/Ser. H/5, Feb. 1954:37: ECA, 1951 
Denmark: Royal Danish Min. For. Aff., 1954:78; UN ST/STAT/Ser. H/5, Feb. 1954:29: Royal Danish 
Min. For. Aff., 1954:65 
West Germany: UN ST/STAT/Ser. H/5, Feb. 1954:29: UN E/ECE/174, Feb. 1954:81 
Netherlands: Centraal Bureau voor de Statistiek, 1953:18: Pfeiffer, 1950:73-74. 
United Kingdom: UN ST/STAT/Ser. H/5, Feb. 1954:42: Central Office of Information, 1953:215—16 
UN ST/STAT/Ser. H/5, Feb. 1954:42: Central Office of Information, 1953:215~16, 
Ireland: Central Statistics Office, 1954: 213: Central] Statistics Office, 1954: 41-45. 
taly: UN A'T/Ser. H/5, Fe 1954: 34: Unione Italiana Cam. Com., Ind.e Agric., 1953: 34ff. 
Greece; UN § rAT/Ser. H/5, Feb. 1954: 32: UN E/ECE/174, Feb. 1954: 81 
Austria: UN ST/STAT/Ser. H/5, Feb, 1954: 26: INSEE, 1952c: 50 
United States: Bureau of the Census, 1953: 283: Bureau of the Census, 1953: 186, 210. 
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Taste VI.—Gross national products in western countries, by end-use, 1938-52 , 
anata — J ants 
Percentage of gross national products at current market prices F 
LP a oe eta RS - A Ct 1 SE 
eenteane ~‘sipe:-aeid | Investment 
Country and years Pe ee ce iia 
con- | : ts 
| sumption | | Gross fixed pore 
| | Total | Defense capital Inventories 
| | formation 
ta schtuacaidicsttipgiaisttinninicsaalial Maliaisatidhilsncesitiliaa teen — 
Il NATO countries | | | 
Norway: | | | 
1938 67.0 | 10.0 | 1.0 | 21.0 1.0 
1948 63. 0 12.0 | 2.0 | 32.0 —6.0 \ 
1952-53 ! 61.8 13.2 | 3.7 | 29.3 4.0 Sie 
Denmark: | 
1988 | 75. 1 9.4) 1.0 13.7 i 
1948 75.0 11.0 | 2.0 15.0 1.0 
1952 70.0 | 12.0 | 3.0 | 17.0 1.0 
West Germany: 4 | | : | 
1936 60.0 | 20. 2 14.7 $ 6 ae 
1949 65.1 17.7 45.4 18.9 | 1.6 ~3.3 * 
1952-53 55. 5 18. 1 16.4 23. 8 2.6 
Belgium 
1938 ° 67.0 16.0 2.6 18.0 | ) 1.0 
1948 73.5 13. 7 1.0 12. 4 | (2. 6)} 2.3 
1952 -53 6 | 68. 9 16.0 |} 5.9 16.0 -.9 
Netherlands | 
1988 73.0 12.0 11.0 3.0 
1948 69. 0 15.0 4.0 24.0 -7.0 
1952-53 | 59.8 16. 1 5.3 18.9 5.2 
United Kingdom: 
1938 77.1 13. 6 8 10.4 im, 3 
1948 71.8 15.1 6.3 | 9 1.3 2 
1953 65.9 18.5 9.3 13.8 1.6 | 7 
Ireland | 
1938 78.3 12.0 | 1.0 8.6 @ | l 
1948 81.7 10.4 | 1.0 | 11.9 1.4 —5.4 
1952 78.9 12.1 2.0 | 12.7 1.7 1.9 
Franc 
1938 76.4 7(14. 7)) 6.6 7 (10. 7) —1.8 
1948 72.0 12.0 | 4.0 19.0 —3.0 
1952-53 67.5 17.8 10.5 5.5 —.7 
Italy | 
1988 62.0 20.0 @ 19.0 —1.0 
1948 70.0 12.0 4.0 21.0 «Zt @ 
1952-53 68.9 11.4 4.6 22.1 —2.4 
Crreect 
1938 8 79. 5 15.9 5.4 10. 6 6.0 
1448 90. 0 15.0 | 7.0 11.0 -16.0 
1952-53 81.8 9.4 7 11.0 9,2 : 
lurkey ; 
1936 65.3 23. 6 | () | 8.7 2.5 
1948 75.1 16.5 | (3) 12.9 ~—4.5 
1952-53 ! 75.3 2.6 6.4 | 15.9 ~—3.8 \ 
Portugal: | j 
1938 83.0 11.0 | 3.0 | 13.0 | —7.0 a7 a 
1948 90. 0 10.0 | 4.0 | 14.0 —14.0 
1952-53 ! 80. 0 9.6 | 3.7 12.0 —1.6 
United States | | | 
1938 76.2 11.8 (1. 5) 11.9 —1.2 | 1.3 
1948 68.7 2.4 | 94.5 1016.3 1.9 | an 
1953 62. 6 20. 5 13.6 10 16.8 7 | —.5 a e 
Canada | | 
1939 68. 5 | 9.5 | 6 14.0 5.8 | 2.2 
1949 66.6 10.8 | 1.7 | 20. 2 1.4 | 1.1 
1952 | 62.1 16. 5 | 6.3 | 19.8 8) ov 
II, Other countries: | | 
Finland | | | | | 
1938 65.4 | 10. 4 (3) | 22. 5 | 1.6 
1948 59.9 | 9.9 | (3) | 29.0 | 1.2 
1952 59.2 10.7 (3) 31.5 —1.3 
Sweden: | | | | 
1938-39 71.0 | 11.0 12.0 | 1 19.0 0 
1948 | 67.0 | 14.0 | 4.0 | 117.0 2.6 
1952 63.0 | 16.0 "5.0 11 21.0 1.0 
Austria: | | | | ‘ 
1937 | 77.0 | 16.0 (8) | 7.0 | 0 
1948 76.0 | 11.0 41.0 20.0 | -7.0 
1952-53 !__. 66. 6 13. 1 ‘ 1.0)| 21.0 —3.0 
Yugoslavia: 1952-53 '.. 49.8 | 29.3 18.5 27.8 | —6.9 
Spain: 1952-53 '_. | 72. 5 | 12.5 3.3 15.1 —.2 
| | 
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| Fiseal vear (July 1952-June 1953) 

2 Occupied by NATO troops. 

3 Not available. 

4 Occupation costs 

§ Some inventories increases included in private consumption 

6 Belgium-Luxembourg Economic Union. 

’ The official data (UN ST/STAT/Ser. H/5, p. 63) have been adjusted conservatively by transferring 
10 billion franes (or 2.5 percent of the gross national products) from gross capital formation to defense. It 
must be noted that the official figure was constructed from estimates of the volume of producers’ goods 
output and construction (Ministére de Finance, 1953, p. 641) with all but a small quantity of munitions 
being ascribed to investment. Yet 11.2 billion francs of the capital investment budget of 1938 were directly 
on military account, with possibly 7 billion more francs of military spending in special accounts. Cf. Rist 
and Pirou (1939, p. 538). 

§ Corrected for an evident overestimate of indirect-tax revenues, which have been reduced to 8.7 billion 
drachmas. 

® Armed forces only; total national security, 6.2 percent in 1948; 14.1 percent in 1953. 

10 Includes all public construction except military and naval. 

li “Investment” may still include some expenditures for military equipment. See also Miilhaupt 
1952:60. 

Sources: 

Norway; OEEC 1954 b: 72; Statistisk Sentral byrd, 1952: 25. 

Denmark; OEEC 1954 b: 45; Royal Danish Ministry of Foreign Affairs, 1954: 11, 80 

West Germany: UN ST/STAT/Ser. H/5, 1954: 64; UN E/ECE/157, 1953: 60, 266; Information from 
FOA. 

Belgium: ECA, 1951; UN E/ECE/157, 1953: 60, 266; UN ST/STAT/Ser. H/5, 1954: 60; Information from 
FOA. 

Netherlands: OEEC 1954 b: 69; Information from FOA 

United Kingdom: OEEC 1954 b: 83; Financial Secretary to the Treasury (1946, 1954); UN E/ECE/157 
1953: 60, 266, 

Ireland: Central Statistics Office, 1954: 214. 

France: UN ST/STAT/Ser. H/5, 1954: 63; Ministére de Finance (1953, p, 641); OE EC 1954 b:50 
nformation from FOA, 

Italy: OEEC 1954 b: 64; Information from FOA. 

Greece: INSEE, 1952 b: 231; Sweet-Escott, 1954: 190; OF EC 1954 b: 56; Information from FO A 

Turkey: ECA 1951; Information from FOA. 

Portugal: OE EC 1954 b: 76; Information from FOA. 

United States: Natl. Ind. Conf. Bd., 1953: 206-7, 486-9: U.S. Dept. of Commerce, 1954: 12, 19 

Canada: Natl. Ind. Conf. Bd., 1953: 628-30. 

Finland: UN ST/STAT/Ser. H/5, Feb. 1954: 63 

Sweden: UN ST/STAT/Ser. H/5, Feb. 1954: 70; Milhaupt, 1952; 60; UN E/ECE/157, 1953: 60, 266; 
O. E. E. C. 1954 b:80, 

Austria: ECA, 1951 O. E. E. C. 1954 b:39; Information from FOA 

Yugoslavia: Information from FOA, 

Spain: Information from FOA. 


ExPLANATORY NOTES TO TABLES VII-LX 


SELECTED DEFINITIONS OF TERMS 


A. Private disposable income 

(1) As a percentage of GN P—The OEKC sixth annual review does not provide 
data on disposable income. The major component, however, the consumers ex- 
penditure for goods and services, could easily be obtained from the OEEC docu 
ments. Some of the countries submitted earlier, especially in the third OLEC 
annual review, data on private savings for 19388 and 1949, and some countries 
had in their analytical memorandum to OEEC, figures for 1953 on private sav 
ings. In addition, certain countries show in the statistical publications data 
on private disposable income and private savings. However, most of those sav 
ings data have to be accepted with great caution because they frequently rep- 
resent residuals which might or might not include undistributed corporate 
profits. 

(2) Composition of consumers expenditure.—Comparisons indicate that the 
details might not be completely comparable. For instance, some countries in- 
clude fuel and utility consumption in rent; other countries show them under 
other goods. Differences with regard to tobacco and alcohol consumption exist. 
Some countries may classify these items under “food,” others under “other 
goods.” 


B. General Government accounts 


(1) Total Government revenue as percentage of gross national product.— 
The total Government revenue used as a percentage of gross national products 
has been adjusted to include capital levies and death inheritance and gift taxes 
in order to get a complete picture of the revenue burden of the country. Rev- 
enue from counterpart has not been included because of the specific computa- 
tion method of the standardized system of the O. E. E. C. (1952), which does not 
consider counterpart a revenue item. The nontax receipts are not presented 
according to the usual Treasury standards because most of them have been 
netted out as negative transfer payments rather than shown as revenue. 
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(2) Total Government expenditures as percentage of gross national product.— 
The total Government expenditures are in many cases incomplete insofar as a 
number of countries did not present the information required for capital 
transfers. To insure comparability, two versions of this table have been pre- 
sented—one including and one excluding capital transfers and loans to other 
sectors. 

In some cases the Government asset formation had to be estimated with the 
aid of Government financial documents. 

(3) Index of Government expenditures in constant prices in 1949=100.— 
These data also exclude capital transfer of loans to other sectors. But no second 
version has been presented because it is impossible to convert those transfers 
into constant prices. Furthermore, in 1938 those transfers played a relatively 
unimportant role. 

The data for the Government expenditures on goods and services were avail- 
able for 1988, 1948, and 1953 on the constant price basis usually converted into 
1951 prices. So far as data on Government gross fixed asset formation were 
uot available, the current price data have been converted to constant prices 
by using the conversion coefficient of total asset formation. No data on a con- 
stant price basis are available for the transfer payments. The data were esti- 
mated by applying the ratio or total civil current expenditures to the constant 
price figures of civil government expenditures of goods and services. 

(4) Percentage of gencral Government revenues derived from direct tares.— 
The distinction between direct taxes and indirect taxes is not always quite 
clear cut because some countries consider property taxes direct taxes, but other 
countries include them in their indirect tax data. The classification of the em- 
ployer’s portion of the social security contributions has been included in direct 
taxes according to the OEEC classification rules, although this levy is often 
classified as an indirect tax. 

(5) Pereentave of general Government expenditures on defense, gross capital 
formation, transfer items (including interest on the public debt paid on private 
account and subsidies and other erpenditure).—Two versions—one including 
and one excluding capital transfers and loans to other sectors—have been pre- 
sented whenever possible. 

For 1938, Government finance statements were frequently consulted to obtain 
some of the components. 

The defense expenditure data are conceptually not quite the same as those 
used by FOA, because they should net include pension payments or payments 
for the acquisition of land and structures, which by nature are transfer pay- 
ents. However, some of the countries substituted the defense expenditure 
according to the NATO definitions and adjusted their transfer payments ac- 
cordingly. However, a check of the percentages with those published in the 
FOA documents proved that the differences are relatively small. 


C. Gross investment account (including domestic capital formation and stocks) 


(1) Gross investment as a percent of gross national product.—The gross in- 
vestment was available in most cases. Changes in stock were frequently not in- 
cluded or shown separately but combined with consumer expenditures. 

Occasionally the Government gross fixed asset formation had to be estimated 
from budgetary sources, especially for 1988. 

(2) The percentage of gross domestic capital formation expended on agricul- 
ture (including forestry and fisheries) ; manufacturing (including mining, wa- 
ter, gas, and electricity) ; transport (including communications) ; housing; pub- 
lic administration; other services.—The details of this table might be somewhat 
uneven becattse it could not be ascertained whether the capital formation has 
been appropriated to the industries producing the capital goods or to the indus 
tries using them. 

D. Gross national product 

Whenever gross national product data had been used, they represent gross 
national products at market prices. This has been done because gross national 
products at market prices are much less artificial and generally more reliable 
than gross national products at factor cost or national income data. 

It is necessary to emphasize that the data presented in the tables have been 
compiled and assembled within a relatively short period. It was not possible 
to undertake any major research to verify the data against existing other 
sources. It can, however, be reasonably assumed that the data reflect at least 
the overall magnitudes and their changes. 
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NATO countries 
Norway 


Denmark 


Crermany 
Belgium 


Netherlands 


nited Kingd 


Other countries 


Sweder 


* expendi 


Year 


1938 
1949 
1953 
1938 
1949 
1953 
1949 
1953 
1949 
1952 
1938 
1949 
1953 
1938 
1949 
1QR2 
1938 
1949 
1952 
1938 
1049 
1953 
1938 


949 


1938 
1949 
195 

1949 
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Estimates by Foreign Operation 
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VIII.—Government expenditures OREO countries—Regular expenditures 
(excluding loan and capital transfers to other sectors )* 


TARLI 


Percentage of expenditures 








devoted to ai 
Index ital . 
Percent Total 
1949 = transfers 
of gross l'rans- govern 
Country Year 100 na- , , fer to other ment 
; in con- ; General Gross sectors 
aie tional Mart} S pay- Rene expendi 
stant duct’ CV! Iperense! 255¢t5 | ments (Percent tures 
prices PF func nt Serene | i | of gross 
tions tion | Sip. | national 
sidies | Product 
\ 1 {) 
Norw Y3X 7.2 19. 1 50. 5 7 9.5 34.3 ) 
1949 100. 0 26. 1 36.8 8.9 8.1 46,2 3.0 29. 
953 27.9 25.0 36. 2 18. 1 9.2 36.5 4.0 29.0 a 
* 6 1038 77.0 20.5 55.8 5.4 7.5 31.3 (') 
1049 100. 0 21.1 42.0 8.8 5.7 43. (!) 
1953 118.7 22. 3 39. 2 15.1 9.0 36.7 (*) 
(it ul O49 100.0 30.1 42.4 i8.4 6.7 32.5 2.8 32.9 
1953 139.4 30.8 38.4 16.0 8.2 $7.4 9». 2 36.1 
Belgiu vy 100. 0 29.7 26.8 9.6 9.8 53.9 3.3 33.1 
1952 | 1027! 31.2) 25.9] 18.5 9.4 16.2 3.1 34.4 > 
Netherlands 1938 63. 7 24.5 11.9 9.5 12.1 36. 5 ) 
O49 100.0 28.1 36.7 13.6 8.8 40.9 6.1 34.3 
1953 109. 0 28. 1 35.4 19.5 11.4 33. 7 1 33, 3 
{ ed Kingdor 1938 75.3 27.2 29.0 21.2 11.1 38.7 : 
49 100.0 34.2 28. 7 18.4 8.5 44.4 2 39.4 
953 112.6 35.7 25.8 27. ¢ 10.8 35.8 4.4 40.2 
ind 1938 ( 24.3 94.6 4 ) ) 
1949 ( 21.5 49.4 5.3 3.8 41.5 
1952 23. 5 50. 4 7.0 4.3 38.3 ( ) 
nee Y38 79. 2 25.9 21.0 25. 4 6.1 47.3 
1049 100. 0 97.9 29. 0 7. a 1.4 18.9 7 $3. 7 
1953 134.2 $5.7 22. 4 28. 3 3.8 15.5 0 10.8 
taly 949 100. 0 27. 23. 6 14.0 23.0 39.4 ) (!) 
953 133. 2 $1 24.8 13.4 22.4 34.4 (!) 
Crreect 1949 100. 0 28. 1 24.0 22.9 22. 3 30.8 ) 
1952 WS. 3 27.3 30. 0 26.3 16.1 27.6 
Purkey 1948 7.6 41.1 34.1 19. 0 5.8 
1952 ( 19.5 38.4 35.4 21.5 4.7 
Portugal 949 100. 0 16.8 45.1 18.9 13.0 23.0) 1.0 17.8 
1953 108. 7 14.8 42.0 27.4 13.4 17.2 4 15,2 
United States 19038 55.0 21.3 50.0 6.6 18.4 25.0 ) 
1949 100. 0 22. | 36.8 23. 5 10. 6 2Y. 1 2.6 24.8 
953 56. 7 28.4 27.0 47 8.3 17.2 1.0 29 
Canada 1938 60.0 25.3 51.0 2.7 12.5 33.8 ) (1) 
1949 100. 0 22.2 34.7 10.4 13.4 41.5 (‘) 
. 952 156. 7 %. 6 25.0 31.9 10.4 31.7 (1) ) 
sweden 1938/39 49 16 49.7 13.9 11 24.9 
949 100. 0 23.9 42,2 15.9 8.5 33.6 ) 
952 114.7 25. 9 42,2 18, 5 10.5 28.8 \) 
Austria 1949 100. 0 26.9 4.4 4.6 13.0 38.0 (‘) ) 
1953 117.8 30. 1 44.6 1.7 11,8 44.6 2.4 $2.6 





Not available. 


* Foreign Operations Administration estimates. 
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TABLE VII Ib.—Government revenues in OB HC countries * 


As percent of Per 


ntages of general government 





Index expenditures revenues derived from 
1949= | Percent 
Country Year a ees Exclud Includ Gov- Bid 
stant j|national) ,'"® a ect [Indirect “' rransfer 
prices | product capital | capital | 4. vas taxes ment | from rest 
trans- | trans- prop- | of world 
fers fers erty 
NATO: 
Norway 1938 19. 2 19.1 100 i) 5. 2 14.3 
1949 100. 0 22.9 lll 09 8 41.4 1.3 { 
1953 113. 2 28.9 116 Lim 02. 5 44.5 2.5 4 
Denmark 1938 72.9 20. 39 99 45.8 8.4 15.8 
1949 100. 0 23. 17 104 2.0 43.5 4.5 
1953 115.8 23. 28 110 2.8 42.0 5. 2 
Germany 1949 100. 0 31.6 115 i) 3.9 43. 1 2.9 
1953 175. 4 35. 5 105 We 3.3 13.0 3.7 
Belgium i949 100. 0 28.0 88 x0) ( 
1952 109. 5 27.5 W s5 a3. 4 41.0 5 2 
Netherlands 1938 53. 5 21.4 87 41.1 37.2 20.9 
1949 100. 0 32. 5 116 95 6. 1 38. 9 5. 0 
1953 107.8 31.5 112 5 57. 1 8.3 t 
United Kingdom 1938 50. 0 22.9 S4 13.8 47.4 8.8 
1949 100. 0 37.7 110 96 50. 9 12.4 6.7 
1953 102. 6 33.9 95 S4 49.1 41.8 7.3 1.8 
Ireland . 1938 ( 17.7 73 26.8 54.2 6.1 19.0 
1949 100. 0 21.9 102 29. 8 64.0 5. 2 6.2 
1952 116.0 s I7 29.9 65. 4 . 0 4.7 
France 1938 51.0 2 70 3.8 2. 5 13.7 
1949 100. 0 29. 9 107 SY 42.9 1.4 3 + 
1953 130.8 35.0 OS sft 47.6 W8 ) 6 
Italy 1949 100. 0 23.9 90 33.2 5S. 8 8.0 
1953 150. 5 28. 4 87 4.5 55. 6 9.9 
Greece 1949 100. 0 17.4 81 30.3 65. 2 Se Taw 
1952 138. 6 22.1 62 11.9 ' 3.4 2 
lurkey 1948 100. 0 15.6 x9 38. 1 54.4 | 7.5 
1952 110.8 13.0 67 20. 7 58. 5 | 11.8 
Portugal 1049 100.0 15.8 4 XY 48.8 $7.4 3.1 6 
1953 121.2 15.0 101 wy +8. 9 45.7 4.7 7 
United States 1938 47.0 18.0 M4 34.8 57.1 7.8 
| 1949 100.0 22.0 100 x9 59.8 38. 6 1.6 
1953 150.3 26.3 93 &Y 67.0 31.7 | 1.3 
Canada 1938 41.9 19.3 76 24.7 68.5 7.0 
1949 100. 0 24. ¢ 111 3.1 18.0 &.9 
1952 128.5 27.2 02 17.4 44.7 7.9 
Other: 
Sweden 1938-39 48.6 17.4 105 4.6 40.8] 14.6 
1949 100. 0 26.1 109 7.8 $4.4 | 7.8 
1952 118.2 28. 7 111 67.1 27.3 5. 6 oo 
Austria. 1949 100. 0 25. 4 04 60.8 38, 2 1.0 =o 
1953 162. 2 33.9 113 104 59. 7 38. 8 1.5 -oo 


1 Not available. 
2 Estimates of Foreign Operations Administration 
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TABLE X-1 The Soviet net national product, 1937-53, by industrial origin ° 


1937 1048 1953 
Industry 
( 3) 
| | 

Agriculture 4 6 100 28 | 86 23 102 
Industry 5 4 100 +6 121 i6 221 
Transportation and communications 7 100 8 120 10 211 
Civil and military services 22 100 28 142 21 155 

Potal gross national product 100 100 100 113 100 162 


From estimates prepared by Dr. Herbert Block, U. 8. Department of State 
? Percentage of gross national product in that year, measured in 1937 factor costs (Bergson), adjusted for 
higher estimates of imputed land rents 
Index, 1937=100, in same measure 
‘ Includes imputed land rents 
Includes manufacturing, handicrafts, mining, forestry, a fisheries (Soviet definition of **Industr 
plus construction 





TABLE X-2 The relative productivities of the major industrial sectors, 1937 
and 1953 


Labor force Income originated 2 Relativ¢ 
percentage of total)| (percentage of total productivity 
Industry = 
1937 1953 1937 1953 1937 1953 
Agriculture 64 7 36 23 57 40 
Industry 19 22 34 46 182 214 
Transportation and communications 4 $ 7 10 178 233 
Civil and military services 13 17 22 21 170 126 
Total 100 100 100 100 100 100 


1 Percent of total active population, calculated largely from Schwart 1954, p. 521); W. Eason in A, 
Bergson, (1953, p. 108); and Shimkin (1953), table IV. 

2 From table X-1, 

+ “Income originated’’ divided by “‘Labor force.” 


TABLE X-3.—End uses of the Soviet gross national product, 1939-53 


1937 1948 * 1953 2 
Expenditure 
(4 ( ‘ 

Private consumption 58 100 48 93 47 130 
Current Government consumption 20 100 29 162 27 216 
Administration 3 100 4.6 171 3.5 191 
Defense . 100 14 196 15 308 
Health and education 9 100 10 128 7.8 142 
Gross investment 21 100 23 121 26 199 
otal gross national production 100 100 100 113 100 162 
Private consumption per capita ’ 100 78 103 


Calculated from A. Bergson and H. Heymann (1953, p. 71) adjusted for an increased estimate of land 
rental, for the inclusion of internal security costs in defense, and for the transfer of Communist Party 
administrative functions from commercial services (health, education, etc.) to administration 

2 From estimates prepared by Dr. Herbert Block, U. 8. Department of State. 

’ Percentage of gross national product in that year, measured in 1937 factor costs (Bergson), adjusted for 
higher estimates of imputed land rents 

4 Index, 1937=100, in same measure 

Includes the estimated consumption of goods and services by the Communist Party apparatus 

6 Includes overt military expenditures, plus those estimated for internal security, atomic energy, and 
other special weapons, Excludes estimates of indirect military costs, e. g., subsidies to war-supporting 
industries 

’ Estimated populations: 1937, 165 million; 1948, 196 million; 1953, 209 million persons 





¢ 
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TABLE X-4.—The structure of urban consumer eapenditures in the U. &. S. R. 


1928 and 1937 * 
Percent of tot xpen ur 
Con «lity class 

Food ik. 3 56. 7 
Of which, grain products and legumes 12. ¢ 20. 9 
Clothing ? 24.8 9.9 
Rents and allied expenditures 1.3 ) 
Other goods 12.1 5 
Of which, alcohol and tobacco 5.3 9.9 
Services ¢ 3.6 3. f 
Total 100 On ( 

1 Chapman 1954 p. 139 The 1937 data agree fairly well with the unpublished materials of D 
Joseph Berliner for urban households in 1940 with a disposable income of 3,000-4,200 rubles ar ally r 





major differences rest in the appraisals of clothing and of rents and allied exp. 
gives 10.7 percent and 10.1 percent, respectively His total for food (pre 
beverages) 66.2 percent, against Chapman’s 64.4 percent 

2 Textiles, garments, knitwear, shoes, haberdashery, and notion 


tures, for which Berliner 
ibl neluding alcohol 








3 Rents, building materials, kerosene, and watches. Data on f vood are lacking 
4‘ Transportation and entertainment only Berliner’s study shows that medical expenses form a small 
but measurable part of Soviet urban consumer expenditures amor household vith sposable incomes 


of 3,000 rubles or more in 1940 


TABLE X—5 Expenditures and revenues of the Soviet Government, 1937-53, in 
current rubles at market prices 








Percen t [t t 
48 ) 
A. Expenditures 
Current civil functior d 24.4 
of which 
Administration $ 5 s 
Education 2 ) 1.9 } 
Health 6 5 { 
Ministry of Defense ( 7.9 2 
Other current functions f s ( 
Of which, internal security 2. 8 
National economy 5 S 0) 
Transfer to households ¢ & | a4 
Total oo m0 " 
B. Revenues 
Direct taxes and forced loans ( 8 ‘ 
Of which 
Direct taxes 7 8 8 
Social insurance 6.0 39 { 
Forced loans . 4 5.8 2 
Indirect taxes 7 78.0 66.8 58.2 
Other revenues * 7.0 15.3 5. 8 
Total 100.0 0.0 Oo. { 
C. Ratio, expenditures to revenues 17.2 0.4 05. 4 
Excluding loans and savings 02.7 5.9 00.9 


After Holzman (1953); Nove (1954); and Bergson and Heymann (1953, pp. 26-27) 

2 Includes expenditures on the Communist Party apparatus, on military research and development, on 
educational construction, and on scholarships which belong, strictly, ut 

3 Includes some capital investments 

‘ Not available. 

§ Includes about two-thirds of all gross capital formation, the remainder being self-financed by Govern- 
ment enterprises; gross expenditures on machine-tractor stations, and net subsidies to other economic 
sectors, some fictitious 

§ Social security, et¢ 

7? Turnover (or sales) taxes, taxes on the income of collective farms and 
profits of state enterprises 

§ Largely, the gross revenues of machine-tractor stations and the aggregate of customs duties and revenues 
from abroad (reparations, tribute), in about equal proportions. The large increase, 1948-53, is partly ex 

licable by the transfer to the machine-tractor stations of many functions and persons formerly in the eol- 
lective farm system 





r other categories 


cooperatives, and taxes on the 
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TABLE X-6 


Industry 
Of which, light 
Agriculture 


ind food 


TRENDS 


Distribution of gross investment in 


industries 


lransportation and communications 


+. Commerce 
Other Services 
Of which, housing 


Total 


Source: N. Kaplan in A. Bergson (editor) 


Ill., 1953), pp. 52-66 
Source: A. Nove 
415-424, 1954; p. 420. 


Soviet 


Budgets 


IN 


After 


ECONOMIC 


and 19538 


GROWTH 


the Soviet Union, 19338 


In percentages of total investment in 


100.0 


current prices 


194s 


49.4 
(7.6 
16.1 
11.0 
1.0 
22. 4 


16.5 


100.0 


1953 2 


iO 
(4 
$18 
10. 
1.2 
(20. 2 
(11.0 


100. 0 


Soviet Economie Growth (Row, Peterson & Co., Evanston, 


Stalin, The Review of 


Includes manufacturing, mining, utilities, construction, forestry, and fisheries 


1933-36 average 
‘ Includes investments self 
State Agricultural Bank 


financed by collective 


farms and others 


Economics and Statisties, XXXVI: 


financed by long-term credits from the 
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TABLE XI-8.—The Polish gross national product, by end-use, 1938-52 


1938 | 1947 | 1952 


End use *, . s 2 eee 
(ij)a | 2 (2) | a (2 


1. Private consumption 76.8 100 | 72.9 82 344.8 75 


--! 
2. Government consumption } 10.7 100 49.4 476 | 532.3 389 
Including Defense | 4.5 100 2.8 54 | 9.2 264 
Health and Education | 2.3 100 2.1 79 69.8 6 551 
Other 3.9 100 4.4 97 | 713.3 7440 
3. Gross public and private investment 12.5 100 817.7 122 22.9 236 
lotal, gross national product 4 © 100.0 100 1° 100.0 86 100.0 129 
Per capita private consumption 100 120 102 
including health and education 100 120 6119 


Percentage of gross national product 

3 Index in constant prices, 1938 = 100 

* Residual 

4 Government consumption, including its components, calculated as follows: (a) The official figure of 
Polish national income (Marxist) in 1947 in 1937 (=1938) prices was 3.3 percent lower than the national 
income calculated in table XI-1. In addition, an allowance of 4 percent had to be introduced for deprecia- 
tion, making the total expansion coefficient 1.074, (6) This coefficient was applied to the Polish figure on 
national income (Marxist) in 1947 prices, giving an estimate of 1,495 billion 1947 zlotys for the 1947 gross 
national product. (c) The figure for investment as a share of gross national product in 1938 zlotys was 
deflated by a coefficient of 0.808, corresponding tc the difference in the share of industry in the national 
income as expressed in 1947 rather than in 1937 prices. (d) The residual product, in 1947 prices, then corre- 
sponded to 1,281 billion 1947 zlotys. Of this residual product, 11.4 percent was taken by government cur- 
rent expenditures (including transfer payments), and including 3.41 percent for defense, 2.57 percent for 
health and education, and 5.39 percent for other current civil uses. (¢) The residual product was then re- 
computed in 1938 terms by equating it to 82.3 percent of the gross national product. (f) Internal allocations 
within the residual product were retained in 1947 price relationships, assuming that the shifts in scarcities 
between 1937 and 1947 did not significantly affect consumers’ goods-services relations. (g) Private consump- 
tion is a terminal residual. (See Central Office of Statisties, 1949 

§ Government consumption in current prices in 1952 is derived from the official budgetary figures. 
(Dziennik Ustaw No. 17, Apr. 11, 1952) linked to the gross national product estimate by two assumed 
relationships: (a) That all investment is included in the budget. (6) That, as a result of systematic gov- 
ernment policies to foster urbanization and industrialization, current prices (heavily affected by both 
subsidies and turnover taxes) correspond closely to the scarcity relationships of 1938 rather than the freer 
market conditions of 1947. 

* Includes the expenses of the Communist Party 

’ Of which 4.1 for administration and about 9.2 for net transfers to the Soviet account. See also U. N 
F/ECE, 1954, p. 61 

‘Investment datum in 1938 zlotys (2.8 billion) from Secomski (1950), as a percentage of gross national 
product in 1938 zlotys, cf. note 1 

* The estimate of investment was calculated in 2 ways: (a) By deflating the official figure on gross invest- 
ment in 1952, 7.5 billion 1938 zlotys (derived from Beirut, 1953). The coefficient of deflation used was the 
ratio of the calculated value of industry and handicrafts in 1952 (10.05 billion zlotys, ef. table XI-1) to the 
official value of 14.0 billion zlotys his deflated the official investment figure to 5.41 billion 1938 zlotvs 
5) The other method was a more laboricus direct calculation, involving an estimate of the shares of 193s 
gross investment derived from construction and outlays for producers’ durable, respectively. The esti- 
mate reached was 1.75 billion 1938 zlotys for construction (including the incomes originated in construction, 
one-half of ferrous metallurgy; all stone, glass and ceramics, and 80 percent of wood products) and 0.55 billion 








1938 zlotys for producers’ durabk lhe value of construction in 1952 was calculated by multiplying the 
1938 figure by 1.97, the index for building materials reached in 1952 (table XI-1, 2 That for producers’ 
durables was calculated by working out the ratio between the average increment in electrical power pro- 
duction in 1951-53 to that in 1938, or 3.73 For base data see Central Statistical Office, 1949, p. 2; | 

E/ECE 174, p. 275 Che resulting estimate for 1952 investment is 5.50 billion 1938 zlotys. (c) The final 


figure used, 5.45 billion 1938 zlotys is an average of the 2 estimates 
Estimated depreciation of 4 percent added to national income. See table XI-1 and U, N. E/ECE 


919, p. 231 


For population estimate, see Mauldin and Akers (1954, p. 104 Index of population, with 1938=100, 
is 1947, 68.2; 1952, 73.9 
@ Data on end-use of national product derived from Polish Ministry of Information (1941, p. 156), Cen 
uny Urzad Planowonia (1947, p. 156) and Secomski (1950). The government expenditures are for the 
fiscal year 1938-39 





* 
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TABLE XI-4.—The structure of consumer expenditures in Poland 





[Percent] 

O52 ( wna 

Commodity group Prewar 1950 19 ‘h an. = 

Food 48.2 ; 64 
Clothing 14. ¢ 7 17.7 
Heat and light 10. 2 7.4 6.7 
Rent 12.0 3. 3 f 
Household goods 7 4.3 t 
Other (including alcohol and tobacco 3 10.8 6.3 

Potal 100.0 100.0 om 


Source: UN E/ECE, 1954. p. 64 


TABLE XI-5.—Ea@penditures and revenues of the Polish Government, 1938-52 


Factor 938-9 4 42 
Expenditures ‘ 4 ‘ 
Defense 4 100 29 4 2 oF 
Health and education 2.3 100 I 63 is 
Other current civil functions $9 10) 4.4 97 13.3 440 
(rross investment 4 00 1.8 22.9 47 
rransfer payments * 26 1m) 3 112 & 8 ) 
Total Ik.S 100 14.1 62.1 12 
Revenues 
Direct taxes ° 57 100 2 8 7 
Government monopolies s 100 10 1 
Other indirect taxes 1.2 00 2.7 104 { + 600 
Other Government enterprises 7 00 0.¢ 74 
Total { Oo { Nf 
Source: Polish Ministry of Information (1941, p. 156); Bu 1939 9, 163-171 
2 Source: Central Statistical Office (1949, pp. 1, 8-9, 238-241, 250-2 


Source: Dziennik Ustaw (No. 17, April 11, 1952 
Percent of gross national product, in 1988 prices, of table XI 
5 Index in fixed prices, 1938 = 100 

6 Includes investments finaneed through domestic and fore 

7 Includes budgetary investments only 


* Includes interest on the publie debt, subsidies to consume en ‘ 
On incomes (private and business) and on propert 
Includes a capital levy of 0.74 percent of the n. p 


Alcohol, matches, tobacco, salt, and lotterie 
? Source: UN E/ECE 174, 1954, p. 61 
Includes income from the Polish National Land Fund 


TABLE XI-6.—Percent distribution of investments in both economic plans 


} I j 
HY ; 
) 49 uM 

Potal (). ( a " " 
Industry ) 12.9 { 41.8 
Agriculture and forestry 2. ¢ ’ 2.7 
rransportation and communications 2. 2 19 8.4 1.8 
rrade 14 1.2 t 
Social and cultural installations { 8.5 , 
Residential building x 3 ea8 8 
Administrative building 2 ( 2 1 
Municipal economy, building enterprises, and othe 8.4 8.8 

Souree: Secomsk 1951. p. 49 


st 


voi be d5- 20 
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TABLE XII-1.—/ndustrial origins of the East German gross national product at 
factor cost, 1936-52 * 


Billion 1936 reichsmarks] 


Industry of origin 1936 1948 1950 1952 
Agriculture, forestry, fisheries 3. 1 2.1 2.4 3.0 
Industry and handicrafts 9.9 6.3 8.6 10.6 
Including manufacturing, mining, utilities 7. 4) 2 (4. 5) 2 (6.3) 2 (8.1) 
Construction 3 (1. 2) 4(.4) 4 (8) 4 (1.0) 
Handicrafts $1.3 5 (1. 4) §(1.5 5 (1. 5) 
l'ransportation, communications and services 4.5 4.2 4.9 5.0 
Potal 17.5 12.6 15.9 18.6 


Estimates prepared by Mr. F. Sanderson, Department of State, except as noted. The 1936 data differ 
rom those published by the Statistisches Bundesamt (1954, p. 554) in coverage (includes East Berlin) and 
n concept (includes depreciation) 

2 The 1936 estimate times the index of gross industrial output for each year (1948 interpolated between 


1946 and 1949 See Statistisches Bundesamt (1954, p. 544 
From Statistisches Bundesamt (1954, p. 554) adjusted upward 7 percent for estimated construction in 
East Berlin 


‘ Projected by multiplying the 1936 estimate by an index of building materials (cement, bricks, and 
vindow glass) output; with cement weighted at 37 percent, bricks at 59 percent, and glass at 4 percent of the 
1936 total For basic data see Landerrat des Americkanischen Besatzangsgebiets (1949, pp. 273, 306-307, 
167); Statistisches Bundesamt (1954, p. 545), and U. N. E/ECE 174 (1954, p. 273 

' Residual. Note, however, that handicrafts employment has remained high: 873,700 in 1946; 1,141,300 
in 1948; and 980,000 in 1951 (all excluding East Berlin) compared to an estimate of 915,000 for 1936 (including 
East Berlin (Statistisches Bundesamt 1954, p. 547 


TABLE XII-2.—The East German gross national product, by end-use (1936-52) ° 


[Billions of 1936 reichsmarks] 


End-use 1936 1948 1952 

Private consumption 12.8 9,5 11.6 
Government consumption ? 40 , 5 4.7 
Net contributions to foreign account 3 2 3.2 3.5 
(iross investment 3. 1 1.1 3.4 

Total gross national product at market prices 20. 1 17.3 23.2 
Less indirect taxes 2.6 4.7 4.6 

Equals gross national product at factor costs 17.5 12.6 18.6 
Index of per capita private consumption ¢ 100 66 S81 
Index of gross investment 100 35 110 


1 Estimate prepared by Mr. F. Sanderson, Department of State 

2 Excludes occupation costs and transfer payments. Includes administration, state-financed health and 
edueation and military (1936) or paramilitary (1948-52) expenditures. 

} For 1948 and 1952, includes reparations to the U. 8.8. R., deliveries of goods and services to occupation 
iuthorities, the net cost of uranium mining operations, and items of 0.1 (1948) and 0.2 (1952) billion 1936 
reichsmarks for the deterioration of the terms of trade (essentially with the U. S. S. R. and other captive 
countries 
‘ A 1936 population of 16.48 million for East Germany, including East Berlin, was calculated by applying 
o the 1939 census figure decrements for 1938 and 1937 corresponding to the pertinent provincial rates of 
iatural increase for those years. See Statistisches Bundesamt (1954, p. 535), and L&nderrat, etc. (1949, 
p. 50 Che 1948 figure of 18.57 million is an interpolation of official data for 1946 and 1950. The 1952 figure 

ifficial estimate, ef. SBZ Archiv (1953, p. 188 





§ 
: 


93 


26 


GROWTH 


ECONOMIC 


IN 


TRENDS 


pep}jes Used sBy 


LBs[ng jo uc 





to “III ‘61 peusis) 














lun oye ou] SO[TIX9} ‘STBOT udyd ‘[ea4s put 
“ ) FR SIU uoJ, ‘spees ‘8[}}80 JSUT peI0lg Sa £ + wouBI y 
uoABs 
pa eoriqejoid 
d Jayyo ‘yuyad *g 1x04 
O$ 11 pato ooo’) dyjnd ‘sqon 1ayyo * (OK 
sb X'9 JO We pod jejeur ‘syuepd tomod b'O$) IIMAy “(O0O'T) § SL SS 
yoiae Aust ) ‘(e0 ALIUT IBY 0% *(90Z) 0008q 01° (O00°R) TRATLNA % t lt puguy 4 
['La-49 82 





put 
[ 40] posURGOXe 

oy “dA CY 
sist] Bion? “prea [Ths 
SI LEAT IZ JO JueuLeeIst 





Z1NOQ UIOXT 





[-umn 3 


































JOLI0 vd Img | SJuedIAed puB spel) x41 
spo0os UBIIBS 
(ng jo Wodxvel URLYSNY 
AQ pop}yes eq OF ES TIA 
uo I i$ jo 1q »p Ind WO , JO pues db 
uBLIBa[nYy UI I “Sp 148 Ippo 
{q pojsenbed Ji SU0y OOO'OE SuinRnut I | pooj 1ayjo ‘Ss » ‘(000 
\q pesRe.ul og UO BON I « ) Sajqujesea ‘(00S) Bqol 
weg M A8UL gb 1x ‘s *(900°1) 9014 (0000'S) Av[ARG 
JUVUIVGIZY AuyAt “que - Z u EO TIA'$ IUFIS) 
og 040 BULMS pe ogi OF | [B}4jsnp e'0l BAUM Or PS TA eV IIA ‘I BSN y 
vliesing 
SOLIPOULUIOD UV BA SVIJIPOUTULOD UTBIY on[BA 
s}UsUIA ul . potted 10} ec xd Zun0R 
u190U00 STAOIg SYIBUL}Y - yo S]sIT BIOND nyavd ZuTjOBI7UO, ) 





) W19}SeY 


syi0dxo s,A1jut 





squodxe s,Aajun 3189 A 


U0} OfJ}0U Uy ixo ole soriquenb ‘sie[jop Jo SUOT{[T UL Uy WeAts 
LVULIOJUT yt ‘e{QIssod JoAdley A, “e}e[d UIOD ATIBOU 9q 0} PaAdT[oq 







y [MJvy}O ssoyuN 
ios UJ Sa0INOS [BJOYJO UO peseq ST t 











WB sjioded ssoid uodn Ayal 07 Alvssa00U Ud0g SBY IT ‘SdSBo « 
F661 oUNE Uy 









) [BONeqvydl[V pesUBIIE SYLITUNO,)} 


$a14jUNOI UDAdOING, UsLI|8IN PUD ULI]SDA UaAN}Ag 8PUIU abn apvség,—TITX ATAVY, 








0} WU] Set4jUNOD URIdOIN W19jSOM PUB U1ojSBe U99M 0g SPUIUIIAZE ape..y SapNfoUy Ish] SIGL —ALON] 








ROWTH 


G 


ECONOMIC 


IN 


TRENDS 


294 





yd JO} | 
SUM “Sq 
ise] Bur 
aut 








$110d 
suRI} JO 

ye Apse4 

oq 

DULMAS Y 

Lieu J 


S/¥ deysjessuofses 








ape] OU SI 8194] 
suoTORSUBII 





LV IAF JO 


Iv opel} 











‘PIX’? JO Wend 


L19JU] SAIBIA [BIOAIS 
unsel t 





oper Sig WaT M 




















7 x g 
) pS 1IX Tt XT 
1X § 
sazuRso & 101400 xl po Roy 8 to 11X IX 
syju lou 
PO IT Lz 
0’! i oO'% lif t 
YT pe , rath AIG BIN I 
xixe } { IsoM xd I | 
1 pus Id 


une upnado / san pu {19)8DI UDI g “aa » aT j 
! 194 8] pps} 


ITI iN 


ace ~ABMION 





GROWTH 


ECONOMIC 


IN 


oNDS 


TRE 


jap 
as Wpeld AuIMS 
OF AIS }UeTI 





-90.130 sjuemAtd 









o XT 0g jor 





sa1oued 
ii 10 SIBIIC 
jo sqodt 
41 JO (JUeOJed GT “IROA 
4) Javed & And 07 peo 46 
saop BLIIsny ‘SuBad J9TpIB 
oO] IsRI1U00 UT 8b xX AZ 
jo JUBTIVAIAt ZuLIeelo 
uw epPBI] aq} 07 fooore 











ul [ROO 












IRedA ysed ay) sur 
selmunos qI10q Jo s[rIoyo 
UdsMI0q Deon] ) Ueeq 
vARyY epRsy uO s {Sst 
“Sip [BulsoyuT Inq * 
dt dvidB @pel) OU Loy] 

suorjoRsuBIy UOT) 
nsua{i1o0o ayrAtid jo mL 
eq} Ul ATPATsNpoOxe peyonp 
“100 ‘IOAOMOY ‘ST @PBLL 
CALS! [Un pepuerxe 
used SBY ZHTIT'LZ pouats 
Use 300 BULIRATO ud 
SIBIA [RISADS 
10} pasuByoxe UvVveq 
eARy sist] BOND 3nq 10} 
Ul [[S St OF TTX ‘F JO JueU 
-03138 ZULIBIIO PUB OPBI) 8] 



























}UBUIBIIISR SIU.L 





‘S'1¢ YOM SesuUBYO 
-X0 SUTIGVAOD JUGUIGZUBIIR 
uoMesueduI0s §=[BqoTs fF 
Zurpnypout *19718q ayBAsId Jo 
ULIOJ 8} UT A[UO pejonpuod 
S| @PBly, “plea OU ae 
sisi] BIOnNbD ayi Inq ‘ao107 
UT [ITS ST ZA’XT ZZ JO WUeUT 
-99.138 ZULIGITD PUB 9PBII IT] J 







uv} ‘xey ‘(00L) U 
o1ydeiszojoyd 
{ jeonvovuleyd 
pur sjRormeys ‘Aseuryorul 
“(0GL) PR “Tees put 
aIni]ewul 
INVNose “YSy Use 








‘sjonpo 




















SRIGUIBO ‘SOT 













XO} “so0u leqqni Sol 
mBi90 ‘sTROTUIeyD ‘saToAD 
id Seulsu OBI) 
uessed ‘AJOUIQOeUI 





) djnd ‘aeded ‘sjon 
d poom ‘(sur 90002) 
OM UMBS ‘(pur O00‘OT) 
sdoidjid 9 ‘(9o0‘0T) Yyorld 
Inj-[voo ‘suny * 000°Z) 
q ‘(OO ) 4peur 
[4eq suryew 















us I pur 
Wed 10}0UI 
000°STL) SSBT4 “(000° 
SABIO Ad yea ‘ABIO t 
wdIBY “(OTF | O00 OFZ 

[R09 ‘Sor id [eainqpnogsV 

snosUBpeostu *(900'L) 1e4nsg 












yo 





















p 





ways 


J00Z,) 








BIZ MG 





























































































































































| yeu ‘sejod euoydote} | | | 
‘dind ‘iequiyy jo syiodxo =| | 
Y9eZQ ~PpeleA0D PUB FCHI | 
pjovsuRs} eunr Ul peyoNpuCD sRM | | 
@ 10} setjaed esey} JO ISR] ON, “yeqors | | 
3 Aq UO posse Zurpnypouy ‘sjuemesuvi | 
»7B81 OFuBgI -I8 WOTyVsUad UI0D JO U1I0} j | 
XW SIBIT oq} Ul 2H6T JO JUOTIOINt | } 
se18is peitd apes) OY jJO YIOMOMIBIZOYR | 
aun #suyun UUM pPeNpUoO sT epRly ~ATe1] ; 
* S$ ‘soqT}xo} ‘uTepaol10d 
“suTys deeys ‘Joom ‘ssuja ‘sey ‘ »A9401 0 
‘(sjazzeq = 00*s 1.8 ‘suvo JoZuessed 19UINI}S IIIA Ig poustg) 
Log Up 3 ayes ‘(00%‘S) Ysy uszZ01g 1 ‘Asourqovur ‘sdoy ‘iesng | 81 , be XT SI-4o XT 1 ’ pues] 
em) "S1qs10 “OIBM-BUIYD PUR -SsRIa 
Con Aq pues J61 MIO] Iqep Zur solo 9souBsuRW i 13x03 ‘s[ooy ‘sajoA0104 
; -IR9]9 Plo UB AQ PdIBAOD SI pue joxyoru ‘(Q00‘OS -oul ‘sivo Josuessed ‘s.104 
= SusIO IP 9G, “ZF ILA‘OS uolt ‘(00¢) pRat “ 0813 ‘Asogutiyoem ‘ioded 
= Jo 2ey) Se0RTdal JUOTIIOOIZe ‘ourImM ‘(O0G*T) 901 “JIN ‘dind ‘poom umes ‘s904 (yeII'l 131g) 
Son i BULLIED PUL OpPRIy Mou SIU, | peup ‘(000'L) Ma sNIazIO | 8's -e10d paas ‘s ‘qe ‘Iesng | ¢ ro ITX 1g-40'1'! Waal‘) 
w ZUIMS | 
r Ua | | #o°I]1'Z pouzig) 
= 1B , CLI C '6I re TIX 1e-40' 1 SUBULIOF) 118480 A\ 
bs a ZUIMS “poried snoraeid SAIN{ORVJNUBUI SNOLIBA | SaIN{OBJ 
a yuo 12@A0 yusdJed gz Aq asRel0D ‘910 uot ‘sayeydsoud * | L ST a7 1d [Roo C’A‘L pousig) 
7 ' “Ul 0} poyedxe sosuvyoxy VU aI1xe} ‘suReq 8 Ol ‘djnd poom ‘poom jos umEg | Z ‘fT | Co’ III 1e-4¢" Z aourl4 
~ “Sollysnpul 4148010] *$.109081} ‘SafdA91070U1 
o } Joy Asouryorur = ‘(g0e‘s) ‘sreo Jasuessed ‘As9uIqoBUL | 
S “‘qUOTIOZUB.LIE Ie[NZue sejeijues0u0s oyluem =| ‘sjonpoid §=jeojs = ‘(¢" | 
-11} 8 Jepun *y eo -t ‘seddoo ‘sapiq ‘ieded Saqiyxeqy «| ‘syompoid | 
Y, S JIpPOUD ey} 0} SOLIOATTOp ysrauly | ‘sesnoy TBOIIGBIO ‘syUBOLIqnN] ‘se 
—_ OF TA'T JO Jue Aq peyesuedul0d st sntdans | ‘sjanpoid poom ‘(000‘T “(00¢'T) UIToRy ‘(0C) 
- - at Bue xo YRAOTSOYIEZH 9] | djnd wor ‘(90z‘T) as ys’ 7 I9A9q JTOTooTe ‘iesng | 6 POUT X 18-461 I puyulg 
L ‘Zuliveq yseajur| | | | 
— yey Tory MA jo | *spoos | 
4 U'I¢ Itpeso Zurmg | | JaUINSUOD 1ayYO ‘SeTIIxa} | 
= ¥S°1A % P BIS BM-BUIYO PUB -SSE[S ‘SOT} | 
. A'le-40°AT'S | | -j0q J90q ‘SapoITeA }0uI 
= polsied 10j | euLieyd ‘si *s1039814 ‘AJoUIqOCU | 
PISA “JuemIMV8I2e CAT €Z Jo 3843 -urqoeur ‘ysy “yeoeul “prey *je07S pue uo ‘(Q0R) ARTO | ) 
sjusmAend mo N Sseon[deas }USTIVOISE § ‘rapmod Yiu ‘aseqo ‘1oyINg ¢¢ A1OJORIJOI *(000°I) ulory 9°{ c¢ I | yeu ued 
SOI POUIUIOD UTS] é A | 
aul | | 
SIAOIg] a PATIO i. red ) 
| j Sw0dx9 s,A19u | 
! | | 
- LIv Soll ”~) 
on 
= 


“A penurzuor) $914}7UNOD unadosny ULISIN PUD U SDI UIIANIAQ s7Uuau a1BoD pds ‘TITX aTaVy 





GROWTH 


ECONOMIC 


IN 


-NDS 


rRE 


7 


Ipod JUIMS ‘6h 












11X‘2Z jo juew 
-aol1AB AUlAt 
$01 
“7g ue peon pel 
SBM {Ipeld ZuTMs 


IX 















sju0dxa 
Aiddns 
ou sf 1 
S}ipeld epBiy snoLe 
jueurABder 10J pure * 
-90138 SPL 94} 07 Bu . 
ov Ajsedoid pezitruol 
Bu jo yw Sel 
-Avd Aj}UULepU] YoeZ,) 10) 



















squeUl 














pesn 3q oO} VvUdIYIp Ie] 
£S6T 19G0WVO Ul OFS 

0} peyunowe ‘seounos ysl] 

-pamg 0} P1000 ‘yo 








YI at 
) Ul “BTYRA 
I} sjuoduit 
yi Jo yuad1ed (¢ 
S}IOdxe poqyztt 
nuk f) YstIpemg 
oye“ 





“yqop sul 
wNpal 0} 





10p. 

















uy) 
uoljyesue 
ey} uo |} 





sey epeRiy 


ejonb oy) Jo Aatdxe 


1a y 


epRiy ay ¢ 













poled snotveid 
ey) Sunp uvy) J0y3T 
aq OF | y00dxX9e sozut 
xa ‘6V TIAL JO 7 


29138 Ips} 9} 07 [000101g 
*(MOTTITUL ¢°O$ YIIOM 
sepry euyuesIy «yoru 
JO) sepry ysuTese UO] IU 
80s jO on[BA B OF UT[ORy 
pue ‘(j10dx901 10j) soo, 




















-euLieyd ‘s 

AD “AL 

stiods ‘(Q00'R) SAé 
“(0ez) ~uInuTUINy[R 
uo Id ‘(900 
‘waded ‘(g0¢*Z) Usg 
“(00%) SIT 








-1eyd 





‘sned 


‘piel 


“snyeivdde put Ara 


put 











STR} 





vu 19410 pue 
‘sjonp 

pus [Bolt 

1) s#Bl pur 


Uudels 
‘roy 





000°) xeBy 


‘ 


000° 1) 
“(000 








spoos 
POLIO} 
(000°T) 





IT 
19y40 


) 





uezoJJ 





[voll 











-10d 9 ‘arBassvyZ 
“sepory iA 1010 





*(000°¢) 





youd ayoo ‘yueudtnt oy 
-JO ‘QIBMSSB[S ‘O18 MBUTYO 
“(I'I$) seTtyxeq ‘svoys J0q 
-qni ‘syueUITIysuUl [volsnt 
“(F' 0%) SeToA01070U1 
sivd =. JoZuOssud 

Avo jooideazy ‘(OOR) 








‘ 


wet) 
}[ory 














*(000°¢) JUeUIAO ‘AOIRG BUT 
eur ‘yeu ‘sdoy ‘(Q00'L1 
E661 Ul ‘suoy NNO'CE) JeZNg 





ues 

















“St d Tq) 

-eur ‘aemsse[s ‘(000‘1) 
sse[3.  ‘solmmeleo §=— ‘(000° 
Avpo jooadaig *(000°E) 1 
-ovy * poyeu ‘reded ‘asc 

} -n “(eur OOO*0S) pooa 

umes ‘spees ‘sdoy 


) Yeu ‘AopAVq Zulyeyy 














PY 























| 
LID le-Fe" ATT | RLIVZ4LAS 
| 
| POMS 
| 
| 
II] 61 peusts) 
ILX ‘Te-F¢I'l KBMION 
JUST) 
l€-PS 11 T SPUBLIONWN 
ERE TN 


a vw 
, . 2 nen wom ce RE 5 TE, 
a es es ean 





































































“STUIIIAZUBLIT ; 
UOTTBSt e7eaAud 
jo ¢ AJ@AIS 
“N[PX9 PIONpUoD Ss} spel L yinuuec 
oO Post WOM 
18 Jos U 10 pey S197I{1 
qoiga sB qi Yyo1eyy 
Sad] 2S | Se 
1G IRIVPY, p 
& SSny pun 
S osTNnac]) y bate 
© £'0$ Wpeso JULMG | UseMIOG }UVUIVO vq 0Z aC ,, Dae 0°ZI tO TTX 1E-#E° XT Janoq wexn’]-wnspoy 
a | yse1od ‘(1 °Z$) STF 
. 02%) nijsu 
é i 
| 
7 1x91 ‘(6°0$) | d 
S DAA “(Ee 1$ 0 put 
_ : 
S | 
y , 
Z 10} A | £o°11X STI g elysny 
© I » | LSI sa}jenbiiq 0'R1 bo TTX 1-61 Kuvulep wosey 
~ 
= 
| ' 
#91408 auydxo | puv  ‘sopraxet XT'9T pousts 
7 ) | TM JuoWseIsS 1vOA-~s | WIXI ALVUTYOV IY Zt AIJSOIO] “Sap pstac | HOTA OE-E9 ILA'T | OpsuIy peu.) 
| 
Dn | | 
~ 
Z | 
4 | 
x | | | 
| i 
e | | | | 
te TAS | 
6F ITA'6 | | 
See bee u | FS TA ‘OE ITA “I | yan | 
| s tp mea | 7 \ 
| | | 
I qunuley j | s | saaed Sua i 
| 7 
10d x0 {UNOS UL9ISI A \u0dxe $,A UNO ULAySR| 
, ! 
3 lopat MeqgRydy[e Ul pesUBLIT ;unN0 >) 
D 
—_ 
Aj } INLUTYUOr) SATAJUNOD UDIGOLI ULIJSIN PUD ULAIEDI UIAN] AG SJUAMIAILDD APD I II1X via I 








ROWTH 


7 


( 





ECONOMIC 


IN 


210 ZuULMS 





NDS 


TRE 





€£$ WIpsso SUM 





ulloy ayy 
“x9 pejonpuc 
*ST epell 
st 66°X1 


Ss} At 









siu o7 
It woryRsued U100 O1BA 
“14d JO UlIO} 8y {[@AIS 
x9 PeJONpUOD ST Sat} 
“unos Z ey UddM}IG BPR | 












dic 
SjuBid Bujzeel gq IIpuvypsoy] 
1} puBy “"[ ‘q Aq peuais 
jusuI;eI3e «= UOT }eSUed TOD 
“AUBULIOS) U101580 
BIA peyonpuOd A[SNoIA 
SVM OpBly, “yusque} 
ayostneq ey) pure 2 
> yuBg 943 Aq Pp 
SUM ‘JEM Ji 90UIS 
-unoo Z ot] Ue8MJOqG JUV 




























ISB BPR] Jsig I 
iva 

notAdid ay} W10J) 10 iy 

ChE JO ONTBA } 0} SosuRY 

x9 Sepny JUBUTOV. ou,L 







£$ JO ON[VA BO} SOLIBAT[OP 
UBULIOZ) JSV™] PUB g’Z$ JO 
eNn[BA 9} 07 Sjiodxe ystu 
“Uf gq 10} ZurprAoid “4sn3any 
Ul pz 94) ‘peuzis o10M 
S}UIUIIIIZB [euonIppe 
Z 4voA Jey} Ul YsnoqIe 
‘PAIL ECHT 9} 1BAO OpPBly 
JO asBeloUT UB JO} SOTYA 
-O1d JuaTI90IZ8 OT, “HS 
‘S$ "Q 943 Zurpnyou! que 
-osUB.LIE JBNAURIY & UT 
P2[3}9S Oq [[[M DOUDJIQ Ip 9.7 














0z) soywAd uo ‘341 
ul ‘SAUISBO ‘S 
*(000'Z) + o008qO4 
0 dATfO ‘vuTM ‘oornt ity 
O'S) JIN snsy W0'6) 
s3y pus sjuBlnod ‘SsUTSsIt 








‘Say 










O'ST$) SOTIIxXe} 








‘s[eormmeyo = ‘(O'gz$) = Sjon 
-poid [903s puw uod ‘(E"eg) 
¥C ‘sdoy pu 860184 













‘s]10 puwe sey ‘(0'1Z$) 
} poid [eingpnoway ! 
Sayiyxa} [OOM ‘syed 
qoyeM mpoid {jf 









-Auypol ‘poomAd pur ss 

ie arsneo ‘s10zq] 
-T}19] IM MBI “[IO O[GB) 
-of0A ‘syuids pue ouIM 
“eayjoo Req BOD00 *yIn 








00'0E) SeTRIY 
-uU90U0d ANJ[NS ‘(et OOSR*Z) 
poomA[d ‘(000'F) paBoqg 
-pawo ‘(Z1$) soded saT30 
pues (00 ) aery *(000'9) 
asoTny [90 *(gUl 000°08) 
sdoidjid ‘Cspis oos‘z) 

poomM UMRBS O00'F) ase04 O 0" 




















11x90] * youl 
JOBVUL SUIM? 





| 
d18.M-BUIYO 
| 
| 










*‘quLdsm 
*£10770d ‘oI8M | 
LJ9UIqoBU | 

‘s][es WoTeo “eTUOUTMIt | 
| 












“ploe olnyyns NES) IBAT 
O'PZ$) SOTITX0} ‘speoru 
yoRjn 
131d 
-poid win 
seqjenbiiq [vo0-uMOIYG | 
ISLIO Os UO Jo (Eris | 























wunayjsur | 
surjeyNns | 
OV | 





is puw AK 





SSB[S ‘SOTI}X9} ‘STRI 
-bul o1ydeizojoyd ‘(oss 
jusuldinbe soyo pure A 
IIOeVul [BVLIysNpul ‘(9°O$) 
S}UNTINAISUT UOISII0I1d 
pue jeordo ‘yuauidinbe o14 
-09]9 ‘(O° F$) SiBo JeZUessed 
PUB SILLIO[ ‘SJeZI[I¥19} ‘Yse 
-10d ‘ummTuoTI Ue Jo ay RITNs | 
“WUTITpOS JO a7 BI[NS *(O00'OE) 
sayjonbiiq [Roo-umMOoIg | 




























| 
| 







































le-#¢8' TT 





Vi] 














1p. Zurag 


sjueUl AR 





81908 ITPaI0 7 





"74 410l1) 
18900 JO] puBw Iqep SUTMS 
uBsliesunyR «282 =6(8ONpel 
0} pesn oq [IM sodI0gIp 
aL “Irot jo wem 


-0913B IPBIT GY 0} [0001014 


*PI[VA JeZUO], OU ‘190A 
-Moy ‘aIB SisT] BIoND eq] 
reed Aq IveA OT eI0q/9 
INOUIUM PAM! HF IT'ST 


JO JUeuIseIZu Opes. 98NL 





[eorgneoruLieyd ‘snyeied 
-de ypRowooya ‘AlouTyoRul 
‘sani ‘ysy ‘sjonpoid fein 








-[naiae s0yI0 ‘speos ‘pue’y 


1918] ‘sjonpoid Zuyiveeu 
-13u9 snowea ‘yueudmbe 
[Bd11400[9 ‘ATOUTYOBUL ‘Stoo? 





“SuIqIOTO 

‘saqiaxo} ‘sTeorjneoeuLieyd 

‘sqinq o11joeJe ‘AreuTyoRUr 
‘synjssurpess ‘selquyesea 
z pues ‘yma ‘oooRqoy ‘ary 


“spRormeyo 
‘saprq ‘gueuldinba yer} 





#o°I1'6 peusig) 


Il 82-9 IIlT yIBUITeC] 





AINOQUIOXN’] -UINI Spo g 


pate Se Se I AR 
























































ri ‘jeoIs pue uo ‘ao Z1d -snpul ‘sjonpoid yjeinjrno 
Fond *(000‘T) Jeqy atdeis ‘(000'Z) -L138 19430 PUB SBTqBIBF0A 
S jIpeio Fume Jaded ‘(900‘¢) 9soTn{Teo ‘wna *(000°%) STIo 98qrpe 
— ‘EF IIL 11 Jo queur Rb LAS JO JueU *(000‘0Z) POO [any *(sUT O00 ‘(000°S) SpeesTto ‘(900*E) 9oLI (fo°X1'6 peusig) 
a> IN AULIRA] -OO148 april ayy ) ‘-9¢) DOOM TMS ‘poompUNoY 6 ZI *(non0‘Ce) UTBu peeiq ‘oTvit oO Z $I #¢ IITA If £o°XI 1 . “""“BLIISNY 
= A1esun ff 
_ ‘sjod 
a -I8) UDAOM-PUBY PUP SBI sjonpoid [Rorneovnleyd 
b — -yemr ~=Sulmury ‘sosuods ‘S[BOTULOYO “S1IZI[I IJ “STBL 
= ‘3nZ ‘eurm ‘spaeas[to -yel Zurping ‘Ajsesu0Uur 
S pue [Io ‘soduBio ‘SUOUIOT -uoll “s[00} ‘soil] 410301 
z ‘sas—nd ‘(s#y pue ‘sursrei ‘s}usTINIjsul [eoTjdO pue 
~ ‘sqnu [azey ‘SpuouI[e) INA uoIsfoeid ‘surplinqdrys jo 
© paLip ‘SULYS pus SsepTy ‘Sold sjonpoid ‘ArJeUTyORUI [Rind 
w qv dwey pure usu] ‘rey -[nolse ‘spoos [BdLIOe[e 
-Oul *‘[OOm-07100 ‘(000‘Z) ‘seutzue [or1ed pue [eserp AI Zz peusig 
ye OD IMS 8011 ‘(000‘0OT) UTB1Z *ODDRGO J ‘siqqiog =‘(9I¢) AsouTyORTY | £97 ec TIT 1¢-49° All ~-sOYIN 
oa {JOA lWoedSal ZT$ puv $]0B11x9 ZuTuUe} snjeiedde uorsioeid “yes 
‘_ PSS JO FCKT WO’ SAOT¥ORG ‘joded ‘asorniyao ‘sepeiq -Jaqnepy) ‘378s urnisseiod 
£ jour JuSeUTIeeIZe 8] jozei ‘Asoutyoru ‘(Z7°7¢ ‘WBMSSEIZ PUR UTeTeoI0d 
top V I'd pus’ ‘vw no's jaeis puBw Uda “(2°p$) YSY ‘sino Joduessed ‘A£s9uT youu 
7 £°0$ Wpes ug 99 M19 JUIUIGIIZE ZULIBIT YG) | ‘Sado ‘asoeyo ‘(¢°e$) JOTING | FLT *(¢" I$) Soyjgonbiiq [voo-UMOIg | f°LI “eo ILTX 18-401 uspemMsS 
= (japuBquessny mds} | 4 “SoTITXe1 ‘alBM 
= pun wuoeuuy eyqosineqd) “s[Bpolmieyo “4u yudimnbe “BUIYD PUB -SSBl[s ‘s]ueUul 
os VY I ‘ada pues g/y dey syiods ‘sepriq 10z8. * -nJjSul [Bordo ‘siwo 1eZuas 
sjessuo[sesued WI0y YSION soqriAd ‘s7Rj pure sito ‘ -sed ‘AJoUTYyOBUI ‘S49ZI[T) €O TTX RL Ppeusis 
0 ») FuIMS U90M 9G JUIUTOGIZR ZULIBET peAlssoid pue 3 £°8 -1la} wunisseiod ‘*(¢*1¢) sevAng £° SII ABMION 
Sal enfvA SOI}IPOUIUIOD UIB]Y en[eA 
S Old 10 
io : ATIOIYO SYST] Sond Sop1ed SUOBU0D 
s110dxe §,£1jUN0d 1.19489 ] 13UN0) W194sBq 
aie lan I9qt ije Ul pesuBle SeLIgUNOD 
= 
A panulquON—8a14jUNOI UMAdOINT ULBJSIN PUD ULYSDI UIANIIG $JUIWAILDD BPV4,—" TI TX WIAV]E 








301 


‘ 
* 


ROWTH 


G 


ECONOMIC 


IN 


TRENDS 






1 1$ 11 Peso JUTMS 


PIX 


aua 





) 






jue 





OF IipPeso BULMNS 





pelo dur 








GZ Us UPeso MQ 
JIMO| SI JIAO 

-yoryM ‘sq0dxa 

10 swodull J10j 


















sqjuom ZI 4 sud 
ey} Zul 1} 
~OUSUBII pet ) 
juv010d gz 0} Zul 






-junoUulB MS po 
isn{pe Ajseqrenb 
' 0} pesuvyo 











useq sey ges 
JO JIpeid SULMS 
snoraeid au 
LYxX jO JuoUl 
wWist SULIvII() 


Jol 


“AS Wpelo AUIMS 


1O 








yo 
ul 


TM 











snc ins 
unyT ey 


un epEil 








WMI 





W's "Ss 0 9u7 WIEN 





jue 


90138 IN[NSZUVI) FB UT 
P2998 aq [ITM doUeJEIIP ay] 


“ spe sree: 


t s}]8] 
j put ) 









poid [eoyjneovmeyd | 
[Be jo ‘jueurdinbe ft 
-snp ‘sTeleul sn 
“UOABI *(000'E) O1SBM « 
. 1} Uasse 

















daded *(Q°Z$) SeTTIX9} 





“(Z°e$) s[eorureya ‘aye 
pus [woo ‘sivo Jesuessed 
‘AJOUTYOVU J9yIO PUB [vO 
-L1}09]9 ‘(8"E$) [9OIS PUB UOIT 
*(9'0$) AzouUTYyORUI *(O0F) 
equotTt ‘(9¢z) 4eqy e1deis 
uoABl ‘(00%‘T) seded s9q30 
pus  juudsmeu = ‘(000'F) 
aso[nyijeo pu dnd feoravyo 
-3ll ‘sesnoy pe Boliqvyoid 
‘CSPIs 00001) poom UMS 
‘(sur + 900‘00I) poompunoy 














SUIYIOLO PUB ‘S2ATTIX0} 
TWORU BupAMes AD 
tu ‘AleuyyoRUl ‘sqny 
1 ‘dima *(00¢°%) sRsNng 
1X9} ‘sjon 
-poid PUBSTULIOIBU [VTASsNp 
“uy ‘sjonpoid $= [Borneo 
iByd pus ‘[eoTureyo ICQ 
000°) Jet *(000'T) 
















‘SI ) eqipes ‘svt qe) 
AOA ‘Spoas] “(000'°T) 
jeu 94 000 YOOIVAT] 










z) wWeu 



















Ad[dt ‘1a7) ng 
size *(909'T) A13jn 
pRot| 000° ) YoOySoAal’] 
Sopyx01 
{VIISBVA “SBIGRy 
jin PoeALISIL 
s}Weul 
najsu ‘soTly xe} 





Di AJ 





NYOeVyy 





P'YI$) Sonpoid peungpNoLsy 
‘sjonpoid [vo 
-nheovuLieyd ‘(9°0$) SaTt3xe4 
19430 PUB SoLIqey W000 
‘supoAou0j0ul ‘(g*{¢) SsaouB 
-ydde [woLjoeja pue Ale 
-U] Youur *(Q00FI) UeuUINgIq 
‘sqioq [BoIpeul ‘(QOG‘T) VOI 





RS ETE NE RRR um ae 











H 
87 
eo°X JUDIS ) 
o°o tr eo xX 
be 1°92 | 
60! te ILX rel 
ec rir) 





IS) PS TITA lt 
01 Pepuelxe 
eo TT R2-4 








(#9°L'&% pousts) 


£ 1% eX 1e-4¢ TI 


eo 1LX'Z peuais) 


os 
~ 








“‘WIIX 49 TI 





AUMION 





ATt 





puvypoy] 


200011) 


CUBULIOL) UI909S9 Ay 


puvrury 





302 TREN 
TRENDS IN ECONOMIC GROWTH 













mo = 
p ans 
5 —% 
~ se . = | | 
~ = 
ai - 














- = . 
= = = 3 = g : 
= —_ - Ss | 
-. = eo" 45 : 
5 . ia 
sand . 
A 
- y, oe me 2 
A a Z 
_ a : 4 : 
4s “ . a = , 
v * 3 ; 
7 


- i 
S S 5 
~ = : 
= = 








3 


‘ 
e 


30) 


‘ 
« 


ROWTH 


G 


ECONOMIC 


IN 


TRENDS 


seyonb jo Ju80 
mw “oS TIX Tt 
ud useq sBy 
ey L 6h LA 
Lite 


) 





jun 


1 IT 






























ozs a) AUIMS ey Oo} 
ioyep 
SULIBAID =yoolt) 01 
I9NIp PYT, “PuUBlod 
jo qUvY [VUOTIEN 94) put 
WIdIT) ) yuegd ou) AQ 
b OF IMS IUZIS SUM JUGMIOIFZR IL 
6 IA 
}uaT WIV ABPB1Y OF [0 
1¢o$ 
pedo surms OF 
"ITTA’L Jo queu 
99148 SUDUIARY 
IAAL AT IV[TAL ii} 
oes e Japun “y ‘Ss ‘8S ‘D 9qy) 


JI peso SUIMSE 0} SeL@ATeap Aq pelaaod 
Lb ILI él jo jueut SUSBUIP OY.L “RPIT'Y Jo 
991488 ZULIBILD JUPUIIGIFE VPP 14 0} [000]01g 
O'r$ IIpeso ‘q[nsei1 OU WeAIZ 
JUIMS “SP ITX FI JBj OS GARY S}ST] BIOND meu 
} 0 1u0 WW uO SUOTIBIOZON, “PST T'8Z 
ai3e sjueuAeg | pesdxe sjsi] elonb snolaelg 
‘an[ea jenbe 
UB JO SAINJORBJNUBU YSI[Og 
Jo} pesuvyoxe oq [[IM ZF JO 
aN[vA B 0] OFUOD UeIZ[Eg 
moj sionpoid jRordon 
‘UOHyIppe Uy OS AT'E1 
jo JUGTIIIEIST SulLsBeyo 
}9.199S JIpeld SUTMS pus ape syi 0} 00101 








" - + seca marepemeye ee 





[iiX8) 
Sei} “(O00'E) 4eqt 















AJOUTYOBW u zs I 
iBweq [[eq ‘slonpoid [ees 
000°9 B (006 ) 
uIZ “(OOe*s injjms ‘sjon 





oid jBanynowsR Jey I 
















‘(00S L) Gl “OUIM ‘(OZS) 
BQ O17 “(OO0'9) IIMA st ) 
I ) 
IpPOUl ‘St 
1ysy 4 









mu 
sayiiAd ‘soy BI) 
» 9UIZ ‘810 UO " 
‘(0 I$) 0098q01 ‘ool 
pep “yin sniu) | tt 










synyseAp 
‘sjonpoid peorneowueyd 
um =[ROTUeYyo = ‘SaqT1xe7 
seit} ‘sionposd ) =Aulie9eu 
-due ‘[9e1S Jey 10 ‘ 








000°) 
sqonpodid [[tm-sulpp[od 
000't a10 Ul “(00008 T 
saynydsoyd ‘sqyratds 




















B OUIM ‘8AOo *YITy mt) bl 
000°Z) [fo eurd 
Cig AJOUTYORI ‘panoqg 
pivo pur seded ‘(090'¢ 
djnd aoded 000°88) 
dyjnd *UOABI *(O00'F 








RT radd 
Mt ‘aseey.) tl 


iedspl9 
*(000°0£) + aa0 





[elieqeu oryde 
-ojoyd ‘s[eorueyo ‘setI1xe1 









‘xeg ‘foom ‘uoAel ‘ieded 
‘sarqeo [BOl1q90]0 ‘sjon 
-poid Zuliveursue ‘[9e1s 


pue uo ‘(sereydsoyd 
-ledns pup avis SBUuIOY,L) 
Slezt[isey ‘sdoy ‘spees ‘ystq FE 





lidet 
000 
‘(eu 000! 
‘ UMEBS *(000°00T) poom 
nd ‘syonpoid umneypoied 



























1 I[[TUL 1) [BOO *(OQOg) 
yeu saoord Ta oP) 
8 °(000'S) ans ‘(Qo0'°) 
i pees *(900°S) LA ‘61 pous 
BAI ‘(000'0E) UTBIZ aSIB0,) BLA O89" LA 


SO[I1X9] ‘QUR M-SsRLA 
yo *S[TROTUTAYO 

















” ‘sedid UOJI-1Sko 
pus sauniyg ‘dyr Wn 
S8[QBIJISVA PUB IT ; 9 eT I 
edu 
10d ‘aun Ass 13 ‘sjon 
poid Auleeulsue ‘equity oI IL pet ) 





6 t 






I1X Tf 
EO ILA ’6 PeUusis 
PTA OF-eS TAT 


$) [BOO ‘sBAO ‘(2 “OF) ABANS 





Urey ‘(O00 
wdrd ie djnd ‘poomxoq 
“(e UL 0000S) POoOM UMTS 


tm 000°0 poomdynd 













S18 189] “S8TISTIgq *(N00'00Z 

It ‘speeds “(000 02) ge s 

suveq vAos ‘(QOu'Z%) azreyy | FIT bo XT OG-ee' XI 
$101 


oR] pup ‘seu Sst 
y1"q Alp sd 
Zz uoTT! ; g “syt ITT 
t maeyd pue speormeyo 
. sayiyxe} ‘AJeuTYyor 
) tmimsdAd ‘ayoo 

*(00006£-+-000'0681) [ROO 

*(000°E) Go4B1S°(000'Z1) ABANS | OZ 













EO ILX'R peusis) 
ro TIX If os 








Se[I1 Xe} ‘spRormeYyo 
‘saply ‘ae MBUTYD ‘s10j0by 
‘raded 10410 ‘(000'F) Jud 
-Smou ‘(str QO0'0S) Ppoom 
UuMBS ‘(eT OO0'CL) pPoom 
-djnd ‘pooy seyio ‘urey 
‘(000'S) aeUT ‘(900'0e) Aa 
-1eq suryeUur *(000'0Z) SIvO a | 





[Il peusts 












TIX te-4E' V1 














wO1b) 





Liat) Uiedjse ‘“\ 


eound 


puvrulry 


yinulUec] 


S.NOq WAX] -UINTSOg] 





STA‘! 
10} UT ST SPITA'SI 








l “ae — ee 
| 
-98uBliB 3 
oyeAlid Jo a 
L$ peso su MS | 
6F°II A‘ 39 | 
seu ) df ny “""puyplez}jag 
he Ay 
' | 
S 
oO | 
jon 
, - 
= 
Z 
Z. 
A“9I peusts) 
o. I Go" AT‘08-FS"A'I : wapeag 
a [Rep J3qIRg : ujedy 
4. 
= CS AT 08-9" A'T ~ ABAJIONT 





IIX SI JO 4Ue 


I91DR SUIT 





spuvpioqjaN 
















S IBA pourmlos WIR] Y A 
ss fed oy 7 
eBuley I led a 4 
id | 44 i 10ne Wed Jot 9 
7 ISA L194Sev7q 

[ ag RBU 1 non} 
_ | yaqey I ) 
a 
~~ ponulmuo saizjunoos unadow UsIISIAN PUD 18DI UAP 19 $7U9 391400 ADT - ar 
oo t #407) A} ANG }8aN PUD UL]ED njaqg Syuaue D POLE IIix Wavy 





) 






































































—_ 
— 
CY) 
1X 9% 
jo JUVUI901SB SULIBe[O 
9'0$ Wpesd Zuymg | pue sper 94} OF 101d 
L'0$ Jpesd AUTMS 
iy FZ$ peso 
oH ZujMS “yusg 
> ejeig uRfueUINnyY 
om yi put wn 
= -yuely | queg 
me ule Ww uleuy Z oy} t 
a aut 1eMj4sod 
c #61 SY puv ss 
a -9015t oO u9d0M48q 1u 
= 
6 seilju 
7 Ud0MJIG JUIMIGEIZR 9pRly 
i 10.1908 iemjsod 4S] 12 St siq3 
oO 11pel9 ZuyMg u's QO ey) Zurpny 
e3} III‘ +1 jo quew -U] JUDUIVIOISE JE[NSUBI] F 
-d01 3B syusuIABd | Ul | }98 S}T BUdVTIpP oy J 
Z, 
= Cr OF TIpeso 
ZuIMg pou 
op }uUemMAOVIIB 
gg . - 
i sjuomAed MIN 
A prea 4 
= ou aJ8 Sis]] BIONb ey4 ING 
= ‘go0} UT [IS St Sh XT'E 
a 101908 JIpelo ZujMEg | JO JUOWMIIIZR Spel] IL 
¢° I$ pelo ZurmMg 
OS AI IT JO JuoUI OS ITA‘ZI Jo 
-90128 syuemMIAR | JUVI0IZE OpB1) OF [000}01g 
IB} OS U[NSel 
Aue jynoyys ‘p “Iepy uo 
dnoiZ yunooo8 pees JUETII0IZB MOU B 
jeiajsuel] SUT] UO SUOTIBIJOLL NT “ESHT JO 
-1938 94} JO Jaq pues oy} 3B paljdxo GF] FT 
-M1eul B SI puvlog | jO yueme0Iae IBAA-G OY], 
4 
ETO ETE SSS NN RRR Ne NC ER ROTI, + 2 













STROMA) | seplixe4 

iv ivjs put ABI 
‘Asourgoeur «= ‘ yueurdynbe 
[el4isnpul *“qnay sSuIyO 








JAJISUOD YSU 
‘ysy uez0l ‘s#uliiey pees 


SIOZI[TJAOJ TB. 
[SIS pues 

uBy 
ATO “UNI sn 





‘Ulva 


‘[elejeum Ju 
10 BAT[O 

















soptixeq ‘med 

{ei ‘seded ‘sjon 

ayo pue [eoTU 

npoid Zuy 

ulsuUe ‘AJOUTYORUL *(9$) 
[903s puwe uo ‘sdoy ‘t 





*SOqSoqse se[qQvo 
‘jaeys peyoeds ‘(g*o¢) seded 
19440 3 qBsry “(PF OS) Ato 
-U]YyoRul 10430 ‘(O' Tg) SeTs7 
-Snpul A1jsoi0j JOJ AJouTYyO 


















“sul ‘(8'0$) Seqny UWOJT-ysBO 
SSB1 “SOT 
‘auivA [esis ‘Al yovul 






‘ysy ‘sey ‘euresieul ‘1ep 
-MOd ¥[Tu ‘AopIeq ZUTQTB LY 





s9[i9xo1 ‘1oded ‘AreuyyoRur 
‘sjonpoid [903s pue oly 
‘aysouseul ‘apyjeo ZuTpeoi1g 





éc1l 


0FI 


seo uleyo 
id winepo1ed ‘ayoo 
14 “sypynqyssutT 
BOA ‘saz0 









-poid umepoiod ‘f 
-paey “yInJj peasosaid * 

sjonpoid 
-neoeuLieyd pur ft 
*§10}9B1} *‘quew 
[vlasnpuy ‘sjonpoid une 
Ijed ‘sjonpoid pue 




















yo ‘(#$) Sk 
neporjed *(#g) 
Jaqu ‘s19yy 
i yeingj] 
‘spnysBuyped) ‘ 
uleia ISIBOO I 
quay It 
pet “sae [¢ 


























IBD “STR 
-paey ‘(apesod | 
[JO Jeny YoryA jo 
sjonpoid ummepoly 





1 o7eW0} 
s[BoTul 

-poid ummefoijed ‘s10jovl14 | 

‘sapisiiq ‘sieyyBoaj ‘requily | 

Ij petap ‘ueiq *(000‘0T) | 

SeyBolTO ‘(g°O$) UlBIH | 6% 














sTeoyueyo | 
‘sjonpoid umneosjed *(¢"0$) 
poom ‘sloqyBay “SoTqejosea 
puv yynay ‘speastio ‘sestnd 
‘saa ‘(O'I$) 9011 ‘(6°9$ JO 
aNTBA BJO OOO*OOT 1904 1930}4) 
fojueq ‘aAi ‘azyeur ‘yea A 












O'FI 


<5 RRR RITA 


to II X 61-89 IL X 0Z 





te AISI pousig 


‘CS’ ITX 1e-9" AISI 





A’6L peusts) 
IA‘IS-b9°I Al 





#9118 peuastg) 
po IIX'1e-#9'I'I 


(ES ILA‘ST poustg) 
bo TTX 18-29 ITA ‘8ST 


Fo°III' 1g peustg) 
oo" ITT 1-49" AIT 


(b2°IT1'0% peusig) 
Go°IIIte-#S° AIT 








A[eqy 


puv[ao] 


a0001f) 


AUBUHOY) U19}S9 A 


puvrut gy 


yJvuUedq. 


ZIN0q UISX NT -uInyZjeg 


“BjIsny 
—eyuBUINYy 


wopaury peu 























supisliq “sIny (O¢Z) 

sivo  Jasuessed ‘(Q00*¢) 

aso N}[eo ‘(et 000'¢) Poom 

5 -Aid ‘(em =9o0'00Z) ~poom 
SUTYASVA p ‘seta -yos uses ‘(et Qoo'oe) 

Xv} UVJOOM PUT [OOM MRI sdoidjyid ‘(ogo'ne) ainde 
‘ureh pure (goo'c) sJ9qy “(000°0€) youd 181-[R0D 
ajdeys ‘ray Ra] ‘saply ‘sTRO *(000°001) Ilo se ‘(000‘e) 
tuleyd “(¢°Z$) seltisnpul SO saqsR *(ooo'oe#) uoll 
1ST] JOJ dusuIdInbe ‘(ges Zid = ‘(Q00'09) «= aalovaqjue 
Sa[qBd [BOIIOe[e ‘s1aUIOJ *(000‘01) + asouRBuRUIOLI9] 


















































































19qu1eaT] JO Le6t Tun suBiy ‘(000°¢) @1TM [901s *(000'06) S210 esouRsueUT 
pus ey) 18 F'6S uni seep ALAITOp (OLS *(000°0Z) [9018 paT[Od ‘ssaT10q pue (900'%) euOIYd ‘int 
— O1 £861 19q0190 ey) Ul pepnpou!l ioUu) (Es UIRAYS ‘SouRIO auUTIROY ATO *(00Z) Od9"RGO1 *IReUrI 
a Ul SI$ UlOly [TA jO anyea B jo sliodxe unis t ‘(SuTpeleslyjel OL yoru qPio “(000° 02) Sey RIO 
e uUINTZ[Ig UTS}asse 19q UIFWI00 IO¥ “RE TTSI Jo) sdrys 02% ‘(000°F) prey “(000° 0E ezreur =“ (0000) 
= U'Ss‘S‘n ‘Wen 10 JuauIaeIar «syuUeUTARd *(000‘8) STIO pur si1¥q ‘(000% {ap Ieg “(000° 04 ) S7R0 C 
S YWper Zurmg p PRI Vy O01 ooo. }Rvul “(o00'S) SAULLIO HY ( *(000°08) 2941 *(O00'OC) TRETLAA i . 11 INOGQULANTI] UIT 
ce W's ‘*s°o 
O ODEO} Sef} Xe) “s10}0R1) 
‘sepiq ‘SeyRoTIO ‘speas[lo ‘AJOUTYO BUI “ssels “s[Bo 
e © ‘ITBYOUI put [oom ‘sAuTIINO ftuleyo “juetIe ‘sJonpoid 
a dey pus xey ‘u07100 ‘ysy uinepored “sesnoy pele 
a ‘S320 ‘SealjoO “ying pelip uqeeid ‘sjonpoid put FATS pousts 
° C'1¢ If peso SUIMS “yng smo ‘aL ‘YOO SAI] 0-1 poom ‘sjonpoid Peungpnouay 0's Co’ AT tI-#c' ATS {ayn | 
Z. HURIQIUBIS { 
S Novy] sO, VARY Inq IBAA 
Y & mov paxzuojoid ue9aq 
ea) ABW IC TITAS J }UeUI s]Bolul ) 
wise sjuesUARd PUB apes) seyIem ‘AeUTyoORU [10 Jenj ‘poomdind ‘poom £o°XT T peusis) 
4 1472 JepuNn si nionb aq] Uley) ‘SyNIseAp ‘917, ) L°8 jen] ‘spees ‘ieppoy ‘uredry % FO°1TA 18-89 LITA‘ . PUBLIeZITMS 
og [[eurs 
DL {109A SI apt ‘<qs0doid 
a pezyRuoneu sO; sure 
7 USI pems 1 jo queUl 
ry Ylies B JO aUesSqe ay} UT Udpa Ms 
po} s en ‘VueuIdmbe 
co IRM 9} BOUTS SAO][ BOLL] LIISNpul “(f [$) Slonpos 
sajunoo Z 38y) UueeM) ‘(2 1$) saeqy odes ‘si unvoned ‘yoR[q UoquRo 
4] IS] 84) SI JUoUTBAIAT -poid pure soded ‘s[to put ‘susy ees ‘dpnd any ‘wwny ASI jUZIS) 
0S Ups Zurme | syuemARd pur ape sys S}Bj VULIBUI ‘YSsYy ‘eulLIBAUR YY ae pep pue ysedy ‘(p O) UBIE) =—- co’ A‘IE-FS ‘IAI ABMION 
sa 09 UTBIY \ SOTIIPOUIUIOD I Ww mB, 
sjusmAed alana Mamd 1OJ saraed 
1100U09 SUOTSIAOL | 1 re IATIOIYe SIST] BION?) , J 
110d x9 § ) ULeISO 110dxe JUNO) UldsRy 
oud J [Ron ijt | ) 
= 
~~ penutyuo,) sal 09 uvadodngy U MN Pun UsA7 JUAUMIILOD APDLT [L11X “14¥ 






‘ 
« 








307 


€ 
« 


ROWTH 


G 


ECONOMK 


IN 


TRENDS 


















| I os 
mony) I st 
1‘ ) ot 
] os 
Rut t | $cr 
\ wl 
mc] ) I 
) i I uy 
Lod i 1 
nd ad 
} » oy 
( ppt I 1 
Og J 
it { 
: i pury 



























uol BERS 
WAMOT SRM 
ay M JO dol 


) osn 











Yi 4OMOT ST JOAOIN 
bliesing id 
X98) Sol 109 t It 





1194SB9 Joy} 





“dZ1B 
ISTSUOO [[TLM 
19}UN09 a1 f 
uOIT[Tul ¢T¢ 
e10ul ¢C 4oj 


pougsis q 











G 10} sjoRaqt 


noo dA U 


IBS 041.073 
lj} sjyiodu 






yreuruacy ‘Ecg isngny 
“OF TTA’S Jo Qu 


nal PUR ay 





Ley 


t Og ECE 












) J “ 
[n3zur} 

Ip oy 

Jad pur ‘s q 





Jo Ayoryo 


asvyt Joy ied 


OLIBIS GARY 
18 penyea) 
SUOTIETIC 
aABy sdtys 











wv sdfly 
IOI] SB JUAN 
I's 's'n 03 
I VZT[RI9GT] 









at 





na) « 




















und 


Roy 
pure sd 


is 














O00" ORZ 
000° O0F 
OTM Te 





“UlYORt 
-<dinba 
006 Jo 
¢ ‘(spu 
Pel dios ( 
“(000 


| 











Y pelwoiqujeid ¢ 











190 
‘(stlune 
1ys #) deqy 
OOO OZ) pat 1G PIB 
es6r 1 
WOOT dt 
) "(cul 000 














poom UMPS 








We) senng 


undoes dtys ‘4 
“sdtys 4oj Just 
yove 
SaIYS J4OIRIOB Jou 
BLOW ION 
100°C +000 
pany ‘(sur 
O} Suo4 ¢ 





ssois 








% OF Pestoroul 








ludinbe [i 
000 001) Slonp 














tuwyo oO} 

S1OZ1[ 140] 

led YIyUM Jo 

E £C61 “OOO'GLZ 





oad 






“O00 
d0A pur 
10 ‘(000 





























000'0Z) SOVRay 
UMHOO oNtRde — *(Qgg'z 
O4S0GSe “(000'2) Goal SId 
SPIS UOU'SZ) POOM UMeES 
*(000°Z) 1409“ (000°0E) 
sukog RAOS “(oo0* OL 
SOARITO “(O00 ) BOY AA 














9° 

















TU 


uRluly 


«] 


55 


A ee 


557¢ 





GROWTH 


ECONOMIC 


IN 


TRENDS 


308 

















an SP ILA'Z 


JUIUIPOISE = spUeULARd 
apes? 8G} 0% [000}01g 














a4 [tM ARI] 
“ MAU ayy 
SPTX Il 

Bull 








j 
pe uo I 1AIBE I 
POXTIN 


RI}L 








“UMOuUy 


ZuIMsS 











1a31IJOl FL puR YK 
0318) § YOM Jo) 
laqy edeis 


*(900°0I 





pus uejoom 
sv00i1d 











a oRiy yur 


[vo 


poo 


ie 






19) 
“ 110 








PSVI UIINJIY SJUIUIILDD APVDA J 








ypnso 000 











UlIBIT 
40ps0 
yOLjed 
00 
sty 
uoT} 
Bd ‘(etl 


OM ULMRS ‘(000 
ssvuBsuBUT ‘(000 
10d “(009°00 
000°00Z) urn 









" 






[ 
mo 
0 I$) 

vouu 








) s 
; 


1) SYytoTtO 





[BUuoTi 
O00'9) 
ell 000*SL) 


140 

















111X 





u°X LZ 
be X97 


SS TLA8Z 
tO ITA ‘RZ 


p 


jUSIS) 


A1aV | 


} 


LA‘82 








wuBly 


TRENDS IN ECONOMIC GROWTH 3094 


fe = 
ce od 


in 





SY 


I 
No SW 






















= = = + 
=x > —~ = = . 
Ne = £ =< 
5 = 
= = = = 
/ =- = 
c."- N 
I joo fa 
x ~ 
N a 
2 oh oa 
22st 
—~2 Snore 
x- ¢ 
= * 





M 
t 





£ 
N = 


SI 


\ 
j 
zerland _. 


Nor 








TRENDS IN 


CONOM IE 


GROWTH 


Regional distribution of Soviet production 


all iron and steel products, 1938 








t ni t 
( id west includin ipp 
\ 
id lower Vol 
Mise wou erion 
Clark, M. Gardner Stu es 
0 22.5 pert f steel pipe in misce 
( ia, sit f the So il indust 
In thou 
Countr 
WESTERN EUROP! 
I 
B )/Luxembourg Econon Unio 
Belgium i 
Luxembourg 2, 
ice and Saar 11 
tern Germany 14 
. ) 
Netherlands 
Subtotal 35, 
Cotte 
Austria 
mall 
Swede 
ted Kingdom ) 
Yugoslavia 
all producers ¢ 
Subtotal 12 
Total 17 
EASTERN EUROP! 
C7 ) ikis 2 
Kastern Germany 
Hur ‘ 
Pola ] 


| 

I Europe 153. 
U.S.8.R ; 
Un Stat ° 


y Bulletin 


surces See appen 


of Steel Statistic 


1x 1,t 





Greece 


Finland, 


| 





632 
004 
700 


700 


ts) 
ay) 
is 
910 
161 


54 


471 





5.35. R 
Ordin 
o. 7 
5 
s 24 
} 1] 
14 
) : 
lron & St 
s, m 


etric 
\ 
Mu 
Stith 
» 979 
0, YOU 
y, Lit 
2 0 
$28 
28, HRE 
R40 
720 
V1 
15, 803 
401 
14 
19, 664 
$8, 350 
2, 762 
hes 
x49 
2, 303 
4159 
6, O7F 
Pai) 
23, 300 
70, 742 


4 
5s o) 
», OAS 
3, 002 
13, 690 
15, 806 
41, S1¢ 
1,057 
WT 
1, 689 
6. 681 
44 
778 
7 - 
1, 8928 
396 
I83 
698 
10, 747 
74, 120 
4, 500 
4, 511 





and 





cE | ES 
£ a = 
f I ow 
} d¢ 11 
$5.4 9 | 23.9 26.9 
12.¢ 74 1 28 
) 4.9 17.0 
2 0.9 
» 
input 
SS OM eit ‘ ~OTISI 
steel 
p 
PATTIE 
\ 1u 
1‘) s, 700 
1, 531 0) 
2,659 3, 200) 
12, 6SS8 15, 500 
417 18, 000 
3, 498 , SOO 
RON S50 
39, HH 46, 550 
1, 250 1, 300 
0 1,000 
1, 728 2, 050 
7, 892 17, 800 
WO HM) 
SOU 805 
25, O67 23, 45 
62, 717 70, 005 
4, 2K) 1, 100 
2, 200 2, 350 
1, 600 1, 800 
3, 600 4. 750 
70 R50 
312,350 12, 850 
3 75, 067 82, 855 
$8, 000 38, 000 
102, 000 108, 000 


for Europe, ECE, Geneva, September 1953 
European Steel Market in 1953, Geneva 1954 
ted by the Secretariat of the Economic Commission for Furorm 
Norway, Switzerland, and Turkey 


con sunprtion 





of 





1960 


9. 100 
», 700 

3, 400) 
21, 000 
21, 000 
4, 000 

900 


5, 000 


1, 300 
2, 000 
2 On 
, 000 

760 
1, 440 


5, 400 
s, 100 
2, 200 
5, 000 
1, 250 


16, 950 
101, 500 


60, 000 
117,000 


ECS 


C: 


TRENDS 


TABLE XIV-C. 


(In thousan 


Country Year 


Belgium (Luxembourg). 1936-38 


Others: 





a 
a 
France (Saar). 19 ¢ = 
Western Germany 219 : s 
5 
Italy ? 38 
Netherlands 3 3 8 
oe 
rotal, ECSC countr ; 8 

) 
BIR 6 ccsiarits l v3 8 


Spain 


Swede 


= 193 


_ 1936-38 

1949 

1950 

1951 

United Kingdom 1936-38 
1949 

105K 

1952 

105 


See 


footnotes at end of table. 


e=<-a7 ee 99% 


v0 10% 





IN 


ECONOMIC 


t 








l 

n 
5, 147 
6, 121 
( } 
8, 007 
6, 938 
& G63 
y ) 

1 
} 
44 

{ 
4 
) 

1.4 
306 
R38 

1 
l 

G5 
616 
658 
04 
TAR 
790 

¢ 
mo R 
S51 
Sl 
9 | 
8. 787 
9 824 
0 
l, t 


sand pe 
1 
cent P 
cray 
) 
l 
lf 
18 
21.4 
} 
1 
41.4 
4.3 
l 
19 
1 
1.9 
) 
8 4 
4 
x 


GROWTH 


Pattern of raw-material consumption 


ent | Pig 
rter scrap 
} 

e] ratio 
) R-13 
18-13 

8-13 

RO 17-14 
ag 15 
SY 15-14 
68 82-99 
6¢ 77-31 
: 25 
i 44 
i 67-42 
+] 44 

9 

o 

Se 
t SD 
" 
IRR 

84 

i 

Ss 
Ig 
{ 0-39 
54 


> Q4 

Ss 641 
] 5-4 
4 R46 


4 ) 
‘ ‘ 
é 7-04 
1 41-6 
4(\-4 
{7 ) 
45 
+t > 
s 





Ime 








312 TRENDS IN ECONOMIC GROWTH 


TABLE XIV-C.—Pattern of raw-material consumption—Continued 


| 





Pig iron Crude steel Coke con- 
- . | 3 sump- 
. | $ tion per 
Country | Year . > » Percent | Pig iron- | con et 
Produc- | I ercent | Produc- converter scrap | iron 
tion scrap | tion steel ratio (kg) 
i . 
All other’ . 1936-38 98 9.2 | 338 36-73 | 897 
1949 ABE 17.4 915 37-74 | 815 
1950 44 18.9 978 36-73 | 842 
1951 630 14.8 1,119 39-68 | 878 
1952 699 18. ( 1, 220 38-72 914 
| 11953 730 15.3 1, 300 37-73 834 
otal non-ECSC coun- 
tries - 1936-38 0. 175 83.7 6 48—58 1. 066 
1949 12, 452 ®R 0 7 46-62 989 
1950 12. 657 89.0 7 46-62 977 
1951 13, 008 67.7 7 49-59 1, 003 
1952 14, 592 86.7 7 52-56 1,013 
11953 15, 194 86.4 23, 067 8 52-56 999 


1 Estimated by the United Nations Secretariat 

? Germany within the 1937 borders, but excluding the Saar shown under | 

3 The Italian coke consumption figures mainly reflect changes in the relative importance of ¢ 
iron compared to total pig iron. 

4 1936-37 

8 1937 ts 





* Including coke breeze. The Swedish coke consumption figures mainly reflect the changes in the ré 


tive importance of: lectric plus charcoal pig iron compared to total pig iron 
7 Denmark, Finland, Greece, Norway, Switzerland, Yugoslavia, Turkey 
§ Excluding Spain 
Source: United Nations, Economic Commission for Europe. The European Steel Market in 1953 


Geneva, January 1954 


TABLE XIV—D.—Production of pig iron, steel, and rolled products, Soviet Union, 
1940-53 


eT, 
[In l 


ons of tons] 








Pig iron Steel Rolled products 
Year Percent of Percent of Percent of 
previou Tonnage previous Tonnage previous Tonnage 
year year year 
1940 14.9 18.3 13.1 
1941 plan 18.0 22.4 15.8 
1942 4.8 ( ) (#) 
1943 , 56 gr 
1944 7.4 3129 10.6 28 7 
194 4 8.9 4115.6 12.3 4118 5.4 
1946 2 10.0 6109 13. 4 6113 9.6 
1947 11.3 109 14.6 6115 11.0 
1948 ] §128 18.6 § 218 14. 1 
1949 16.5 125 23.3 127 17.9 
1950 19.3 117 27.3 116 20.8 
1951 22.0 N15 | 31.4 1115 23.9 
195 25. 1 2110 | 34. 5 2112 26.8 
3 27.4 13110 38.0 110 29.5 
‘ 34.0 44.2 34.1 





Not availabl 
2 Voznesenskii, Voennaia ekonomika SSSR, p. 142 
Buzyrev, Vosstanovitel’nye raboty i ikh finansirovanie, p. 24 
4 Pravda, Feb. 17, 1946 
Stal’, 1947, No. 8, p. 675. 
6 Plan, Khoz., 1948, No. 5, p 
lrud, Feb. 4, 1949, 
§ Trud, Jan. 20, 1949 
* Plan, Khoz., 1950, No. 1, p. 4 

Voprosy Ekonomiki, 1950, No. 6, p. 30. 

Plan, Khoz., 1952, No. 1, pp. 1 ff. 

Pravda, Feb. 24, 1953, gave 25, 35, and 27 million tons. Pravda, Jan. 23, 1953, gave the percentages. 

I da, Jan. 31, 1954. These figures check with Khrushchev’s statement that in 1953 the U. S. 8. R 
produced 15 million more tons of steel than 4 years previously, and over 11 million more rolled metal, which 
was 2.2 times as much as in 1940 (Pravda, Mar. 7, 1954). 

‘ The plan calls for the following increases in 1955 over 1950: Pig iron, 76 percent; steel, 62 percent; rolled 
metal, 64 percent. See Pravda, Aug. 20, 1952 













Source: Clark, M. Gardner, Studies in the Soviet Iron and Steel Industry, unpublished. 
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This table was computed by working backward from the 1950 figures. The 
latter were given in terms of the 1940 figures by Pravda, April 17, 1951. The de- 
gree of confidence to be placed in this table is discussed in chapters 18 and 19. 
The figures are consistent with the statement by Pervukhin that in the first 
2 years of the fifth 5-year plan 2.4 times as much steel would be produced as in 
the first 2 years of the fourth 5-year plan (Pravda, Nov. 7, 1952). It also 
checks with Malenkov’s statement that from 1949 to 1951 pig iron increased some 
8 million tons, steel 13 million, and rolled metal 10 million (Pravda, Oct. 6, 1952), 
with the announcement that 1952 output would exceed 1940 by 70 percent in pig 
iron, 90 percent in steel, and over 100 percent in rolled products (Plan, Khoz., 
1952, No. 6, p. 37), and with Mikhailov’s statement that 1951 production exceeded 
1950 by 2.7 million tons of pig iron, about 4 million tons of steel, and about 3 mil- 
lion tons of rolled metal (U.S. S. R. Information Bulletin, Feb. 11, 1952, p. 68). 

Because Voznesenskii expressed output for the eastern regions during the 
Second World War in terms of “common units” of pig iron, steel, and rolled 
products, several observers have suspected that the production statistics for 
other regions and for the U. S. S. R. in other years might also have been ex- 
pressed in “common units,” without indicating the fact. We consider this possi- 
bility extremely unlikely. In the first place, it is perfectly clear that this was not 
the practice before the Second World War. In chapter 19 we described the con- 
version coefficients for different types of pig iron and steel and showed how they 
were used for certain clearly defined purposes in planning new capacity and in 
comparing the productivity of furnaces producing different types of iron and 
steel. We have clear evidence that common units were not used in 1933 (see 
Strumilin, S. G., Chernaia Metallurgiia v Rossii v S. S. S. R. Tekhnicheskii 
Progress za 300 Let. (Iron and Steel in Russia and the U. S. S. R. Technical 
Progress for 300 years). Moscow-Leningrad: Izdat. Akad. Nauk 8S. 8. 8S. R. 1935, 
pp. 302-308) nor in 1938 (Shul’kin, L. R., compiler. Potreblenie Chernykh 
Metallov v S. S. S. R. (Consumption of Iron and Steel in the U. 8S. S. R.). 
Moscow-Leningrad: Metallurgizdat, 1940), nor in the 1941 plan (pp. 17-27). 
Similar evidence for other prewar years could doubtless be found. 

In the second place, the reason that Voznesenskii used common units to com- 
pare wartime production with 1940 is perfectly clear. The increase in the share 
of ferroalloys in pig-iron production, of alloyed and high quality steel in steel- 
ingot and rolled-product production would tend to overstate wartime production 
in common, compared to natural, units. On the other hand, it is equally clear 
that the fourth 5-year plan (1946-50) called for a reduction in the share of alloy 
and quality products. Furthermore, we know that this actually occurred on a 
large scale during 1946 and 1947, and probably through 1949. Therefore the use 
of common units would have understated Soviet achievements in those years, 
something which Soviet statisticians have never been known to do. Of course, 
the increase in the production of high-grade products since 1950 would tend to 
inflate statistics in common units again, but it is unlikely that even Soviet stat- 
isticians would shift definitions from month to month, without, at least, giving 
some indication in the technical and economic press. This behavior would also 
show up in the form of internal inconsistencies, which should be relatively easy 
to spot. 

Finally, our test of consistency made in chapter 19 clearly indicates that the 
Soviet practice of using common units to express productivity and natural units 
to express total output has continued through 1948. 
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TABLE XIV-E.—Apparent consumption of crude steel 


[In thousands of metric tons] 


Apparent consumption Per capita 

, - " consumption 
Country ini . in 1953 ! 
1929 19531 1953 88 per- (in kg) 


cent of 1929! 





WESTERN EUROPE 
KE ( 
R im-Luxembourg 2 090 2,150 103 237 
France-Saatr 8, 320 8, 600 103 197 
Western Germany... 110, 390 14, 700 141 288 
Italy 2, 423 4, OO 165 85 
Netherla 1, 199 2, OS 171 195 
ibtota 24, 422 31, 500 129 195 
Ot} 
Austria 635 00 142 129 
Spain. 1, 100 150 86 33 
Sut 2, 200 °46 306 
y K nr 8. 508 lf 0 192 323 
Yugoslavia 296 600 26, 36 
umers 2 1, 98O 4, 100 156 53 ‘ ¢ 
it 13, 34 4,100 181 143 i 
7 67 600 147 169 
EASTERN EUROPE 
( 
l i 263 342 36 
Cz vakia l 3, 650 a) 288 
Eastern Germa 2, 020 2, 738 6 147 : 
Ht 383 1, 487 88 157 ; 
| | u) § 462 193 13 
| . ma 





Total Euroy 43,8 68, 413 6 163 

{ R 377 38, 600 718 187 

United ates 3,100 101, 200 191 634 
' 


1 Estimated by the United Nations Secretariat. 
2 Denmark, Finland, Greece, Iceland, Ireland, Norway, 





il, Switzerland, and Turkey. 
of error 


§ These imates are subject to a very considerable mars 





Notre,—For methods used see appendix II, The European Steel Market in 1953, ECE 1954, 
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TABLE XIV-F.—Apparent consumption (actual tonnages and per capita consump- 
tion) and production of crude steel in 1953 compared to 1929 















Appa t I I 
I 
(our ] 
A il I 4 I 
iT mpa 
; 
WESTERN EUROPE 
ECSC: 
Belgium-Luxembourg. - - ‘ a 103 i l 
France-Saar 103 149 LOt 
Western Germany ‘ bi 41 109 104 
Italy.-. = ; lf 139 lf 
Netherlands. - ont ‘ 171 127 5 
Subtotal a se 129 v ill 
Others: | 
Austria- 142 138 198 
Spain. 86 70 ”) 
Sweden 24¢ 209 24¢ 
United Kingdom... 192 173 183 
x vavslia f 22¢ 
Small consumers 2 19 2,8 
Subtotal___- 3 181 150 188 
Total. ‘ sli 147 124 L 
EASTERN EUROPI 
Bulgaria ——— ‘ 12 3284 48 
Czechoslovakia 2538 2 202 
Eastern German) l 244 
Hungary IRS 554 2 
Poland 2 } 215 88 
Rumania 495 40) 466 
Total 212 202 292 
rotal I I 140 
U.8s.8.R 718 § 760 
United States....... ' 191 146 178 
1 Estimated by the United Nations Secretariat 
2 Denmark, Finland, Greece, Iceland, Ireland, Norway, Portugal, Switzerland, and Turkey 
3 These estimates are subject to a very considerable margin of err 


4 Bulguria’s Ist steel furnace, producing some 10,000 tons annually, is reported to have been put into 
operation toward the end of 195 


Note.—For methods of calculation used see appendix II, The European Steel Market in 1958, ECE 1954. 
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Item 
(SUBTITLE A—INCOME 
TAXES) 


Cuaprer I—NormMau TAxks AND 
SURTAXES 


Rate of tax for individuals (sec. 1). 


Tax in case of joint return or head 
of household (sec. 2). 


Rates of tax on corporations (sec. 
11). 


1939 Code 


Imposes a normal tax of 3 percent and a sur- 
tax ranging from 17 percent to 88 percent on the 
normal tax and surtax net income, respectively, 
of individual taxpayers. 

The distinction between the normal tax and 
surtax is required by the exemption from normal 
tax allowed with respect to interest received on 
certain United States securities. 


1. Provides a separate surtax rate schedule 
for individuals who qualify as heads of house- 
holds. This separate schedule provides about 
one-half the benefits of full income splitting 
to qualified taxpayers. 


2. To be eligible for head of household treat- 
ment, the taxpayer must be single and maintain 
as his home a household which constitutes the 
principal place of abode for (a) an unmarried 
child, stepchild, or grandchild, regardless of 
whether such individual may be claimed by the 
taxpayer as a dependent, or (b) any other per- 
son who may be claimed by the taxpayer as a 
dependent. 


Normal tax on corporations is reduced from 
30 percent to 25 percent for taxable years begin- 
ning after March 31, 1954. 








House 


Provides a rate schedule con 
mal tax and surtax with rates | 
percent to 91 percent. 


This change is possible becat 
the bill provides a 3 percent c1 
with respect to partially tax- 
thereby eliminating the distinct 
mal tax and surtax net income. 


1. Extends to taxpayers qua 
of families the full benefits of 
and eliminates separate rate sc] 


2. To qualify as head of fam 
must be single and must be ¢ 
pendency deduction for either h 
father, mother, brother, or si: 
daughter, father, or mother, 
spouse. Eliminates place of 
ment. 


Continues the prior normal 
porations for taxable years | 
April 1, 1955. Reduces the rs 
for taxable years beginning | 
1955. 


1954 Code After Action by— 


snes 


use 


lule combining the nor- 
h rates ranging from 20 


le because section 35 of 
reent credit against tax 
lly tax-exempt interest, 
distinction between nor- 
neome. 


yers qualifying as heads 
efits of income splitting 
rate schedule. 


| of family, the taxpayer 
ust be entitled to a de- 
either his son, daughter, 
r, or sister, or the son, 
nother, of his deceased 
lace of abode require- 


normal tax rate on cor- 
years beginning before 
s the rate to 25 percent 
inning after March 31, 


Senate 


House provision. 


Deletes House provision and 
stores prior law. 


generally re- 


Clarifies House provision so that the 30 per- 
cent normal tax rate will apply to taxable years 
beginning before April 1, 1954, and ending after 
March 31, 1954. 


Conference 


House 


provision. 


Senate 

tions: 

Full income splitting is provided a tax- 
payer for the first 2 years after the death of his 
spouse if there is a dependent son or daughter 
(including stepson or stepdaughter) qui alifyi ing 
him for such surviving spouse treatment, that 
is, the benefits of full income splitting as in the 
case of a joint return. 

The provision in prior law requiring the 
Ps as it qualifying the taxpayer for head-of- 
household status to live in the household of the 
taxpayer is removed with respect to a father or 
mother of the taxpayer if the parent is a de- 
pendent and if the taxpayer maintains a house- 
hold for the father or mother (but not neces 
sarily the household in which the taxpayer 
lives). 

Only those dependents who are relatives 
of the taxpayer (those specified in the first 8 
paragraphs in section 152 (a)) are to qualify a 
taxpayer for head-of-household treatment, 
This continues, in effect, the head-of-household 
provisions of prior law. Asa result of the con- 
ference action, heads of households will continue 
to receive half the benefits of income splitting. 
As under prior law, a taxpayer may claim head- 
of-household status for a child who does not 
qualify as a dependent if the taxpayer supplies 
more than half the cost of maintaining the child 
in his home. However, other dependents who 
may qualify a taxpayer for this status must have 

sarnings below $600 and must be close relatives 

for whom the taxpayer supplies more than 


half of the support. 


action with the following modifica- 


House provision with Senate modification. 








Item 


Changes in rates during taxable 
year (sec. 21). 


Dividends received by individuals 


(secs. 34, 116). 


Retirement income (sec. 37). 


J.51218-——2 


1939 Code 


1. Provides specific rules for individuals and 
for corporations for determining effect of 
changes in tax rates during the taxpayer’s tax- 
able year. 


No provision. 


No provision. 








House 


1. For taxable years begin1 
1, 1954, provides a general 
payers. Tentative taxes com 
rates in effect before and af 
able income for entire ta: 
liability is sum of the propo 
tative tax which the number 
after the change bears to th 
in the full taxable year. 

2. For taxable years begin 
uary 1, 1954, continues pri 
with respect to individuals. 


1. Provides for an exclusi 
come of the first $50 of divi 
an individual during taxable 
July 31, 1954, and before A 
the first $100 of dividends re 
vidual during taxable years 
dl, 1955. 

2. Provides a credit agains 
respect to dividends receiv 
in excess of exclusion. Tl 
credit is 5 percent in the cas 
ceived after July 31, 1954, an 
1955, and 10 percent in the 
received after July 31, 1955. 
to the lesser of the amount ¢ 
before the credit or the fol 
the taxable income for the ts 
cent in the case of a taxable - 
January 1, 1955; 7 percent i 
able year ending after Dece: 
before January 1, 1956; and 
‘ase of a taxable year endil 
31, 1955. 

3. In case of dividends re 
lated investment company, 1 
income of such company ex 
total income, credit and exe 
only with respect to portion | 
reflects the dividend incom 

4. Credit and exclusion are 
respect to dividends paid 
ganizations, cooperatives, mu 
building and loan associatior 
tions and corporations in U1 
sions, and insurance compan 


1. Provides a credit agains 
to 20 percent (the first brac 
retirement income up to $1, 
individual who is 65 years | 
who has received earned it 
$600 in each of any 10 calenc 
taxable year. This credit 
(20 percent of $1,200) but 1 
tax otherwise due. 


1954 Code After Action by— 


or 


snes 


House 


's beginning after January 
general rule for all tax- 
xes computed by applying 
,and after change to tax- 
tire taxable year. Tax 
e proportions of each ten- 
1umber of days before and 
rs to the number of days 
ar. 

rs beginning prior to Jan- 
1ues prior law treatment 
iduals. 


. exclusion from gross in- 
of dividends received by 
taxable years ending after 
efore August 1, 1955, and 
lends received by an indi- 
e years ending after July 


t against tax liability with 
; received by individuals 
on. The amount of the 
| the case of dividends re- 
1954, and before August 1, 
in the case of dividends 
1, 1955. Credit is limited 
mount of the tax liability 
the following percent of 
or the taxable year: 2 per- 
axable year ending before 
ercent in the case of a tax- 
er December 31, 1954, and 
56; and 10 percent in the 
ar ending after December 


lends received from regu- 
ipany, where nondividend 
any exceeds 25 percent of 
and exclusion are allowed 
portion of dividends which 
_ income of the company. 
ision are not available with 
; paid by taxexempt or- 
ives, mutual savings banks, 
ociations, foreign corpora- 
1s In United States posses- 
companies. 


t against tax liability equal 
rst bracket rate of tax) of 
p to $1,200, received by an 
. years of age or over and 
irned income in excess of 
0 calendar years before the 
credit is limited to $240 
0) but may not exceed the 


Senate 


1. House provision. 


2. House provision. 


1. Provides for an exclusion from gross in- 
come of the first $50 of dividends received by an 
individual during taxable years ending after 
July 31, 1954. 


2. Deletes House provision for dividends- 
received credit. 


3. Allows exclusion (but no credit) subject 
to 25-percent rule in House provision. 


4. House provision with respect to denial of 
dividends exclusion, with one exception : exclu- 
sion is to be available for dividends paid by 
stock, fire, casualty and title insurance com- 
panies taxable under part III of the insurance 
company provisions. 

Provision does not apply to credit (since Sen- 
ate deleted credit). 


1. Extends credit to individuals under 65 re- 
tired under public retirement system (excluding 
military retirement systems). 


Conference 


1. House provision. 


2. House provision. 


1. Senate provision. 


2. Provides a 4-percent dividends-received 
credit for dividends received after July ol, 
1954 (but limits credit to a maximum of 2 per- 
cent of taxable income in 1954 and 4 percent 
thereafter). 


3. Allows $50 exclusion and 4-percent credit 
subject to 25-percent rule in House provision. 


4. House provision with respect to denial of 
dividends exclusion, as modified by Senate. 

House provision with respect to credit. (H. 
Con. Res. 263 makes credit available for divi- 
dends paid by stock, fire, casualty, and title 
insurance companies taxable under part III of 
the insurance company provisions. ) 


1. House provision as modified by Senate. 








Item 


Definition of adjusted gross income 
(sec. 62). 


Definition of taxable income (sec. 


63). 


Alimony and separate maintenance 


payments (sec. 71). 


ANNUITIES (SEO. 72) 
General method. 


1939 Code 


Defines adjusted gross income as gross in- 
come minus certain trade or business expenses 
of the individual. For employees, expenses 
deductible from gross income in arriving at 
adjusted gross income are: (a) expenses In con- 
nection with employment which are reimbursed 
by the employer; and (b) expenses of travel, 
meals and lodging, in connection with employ- 
ment while away from home. Deduction of 
travel expenses is limited to cases where away 
from home overnight. 


Tax rates are applied to normal tax and 
surtax net income, defined generally as adjusted 
gross income less certain credits, principally 
for personal and eet y exemptions, and 
deductions for medical expenses, charitable 
contributions, etc., or a standard deduction. 


Periodic alimony or separate maintenance 
payments taxed to recipient and deductible by 
payor if payments are a legal obligation im- 
posed by a court decree or by a w ritten agree- 
ment incident to a decree. 


Annuitant includes in income amount of an- 
nuity payments up to 3 percent of amount paid 
for the annuity. Amounts received in excess 
of 3 percent considered return of capital and 
excluded from gross income until cumulative 
amount excluded equals amount paid for an- 
nuity. 








House 


2. Retirement income is in 
and annuities, rents, interes 
the extent included in gross 

3. The amount of retireme 
the credit is allowed is re 
amount received as a pensio 
social security, railroad retiz 
excluded from gross incom 
amount of earned income it 
ceived during the taxable - 
by part of pension or annu 
turn of capital nor by disab 

4. No reference to status 0! 


Adds to deductions from 
riving at adjusted gross. in 
tation expenses of employee: 
meals or lodgings) incurred 
employment whether or no 
overnight; and (b) business 
salesmen. “Outside salesm: 
time salesman who solicits | 
his employer’s place of bus 
include a salesman a prince 
activities consists of service 


Eliminates the concept o: 
and replaces it with “taxab 
as gross income less deduc 
than the standard deducti« 
individuals electing the st 
“taxable income” is adjuste 
the standard deduction a 
personal exemptions. 

Simplifies income conce 
“normal tax net income,” an 
cepts in prior law. 


Extends prior law trea 
payments made by a husban 
au written separation agree! 
cuted before or after date | 
even though they are not 
court decree, if husband a 
apart and file separate retu 


Eliminates 3 percent rule. 
determined by dividing th 
the annuity by the annuita 
when annuity payments | 
clusion remains unchangec 
nuitant outlives his life exp 
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House 


me is income from pensions 
interest, and dividends, to 
in gross income. 
‘etirement income on which 
sd is reduced by (a) the 
i pension or annuity under 
vad retirement, or otherwise 
s income, and (b) by any 
1come in excess of $900 re- 
axable year. Not reduced 
yr” annuity representing re- 
yy disability payments. 
status of nonresident aliens. 


is from gross income in ar- 
rross. income (a) transpor- 
nployees (but not including 
neurred in connection with 
r or not away from home 
business expenses of outside 
salesman” defined as full- 
solicits business away from 
» of business, but does not 
a principal part of whose 
service and delivery. 


ncept of surtax net income 
. “taxable income,” defined 
; deductions allowed other 
deduction. In the case of 
r the standard deduction, 
adjusted gross income less 
ction and deductions for 


e concept by eliminating 
me,” and “net income” con- 


iw treatment to periodic 
| husband to his wife under 
n agreement, whether exe- 
r date of bill’s enactment, 
ire not separated under a 
sband and wife are living 
ate returns. 


ent rule. Annual exclusion 
ding the amount paid for 
annuitant’s life expectancy 
ments begin. Annual ex- 
changed even though an- 
life expectancy. 


Senate 


2. For taxpayer under 65 retirement income 
includes only pensions, annuities, and similar 
retirement pay from public retirement systems. 

3. Eliminates reduction of retirement income 
subject to credit by amounts earned in excess of 
$900 for individuals over 75 years of age. 


4. Denies credit to nonresident aliens. 


House provision. 


House provision. 


House provision, but makes it effective only 
with respect to payments under written separa- 
tion agreement executed after the date of enact- 
ment of bill and extends it to cover payments 
for wife’s support under court decree after 
March 1, 1954 which would not otherwise be 
treated as separate maintenance payments. 


House provision, except for technical modifi- 
cation. 


Conference 


2. House provision as modified by Senate. 


+. House provision as modified by Senate. 


4. Senate provision. 


House provision. 


House provision. 


House provision with Senate modification. 


House provision with Senate technical modi- 
fications. 








a, 


ith a 


PS oa 


Item 


Joint and survivor annuities. 


Refund annuities. 


Employees’ annuities. 


Face amount certificates. 


Prizes and awards (sec. 74). 


Life insurance contracts trans- 
ferred for a valuable consideration 
(sec. 101 (a)). 


1939 Code 


Taxed under the 3 percent rule on basis of 
entire consideration paid for the contract. At 
the death of the primary annuitant, survivor 
receives a new basis equal to the value of the 
annuity at that time. 


Taxed under 3-percent rule on the basis of 
entire consideration paid for contract. Refunds 
received at death of annuitant excluded to the 
extent that they constitute return of capital. 


Taxed under 3-percent rule, like other an- 
nuities on the basis of employees’ contributions. 
Fully taxable after exclusions equal employee’s 
contribution. 


Tax status of excess of proceeds over invest- 
ment not clear. 


Nostatutory provision. Administrative prac- 
tice generally provides for inclusion of prizes 
in income but court decisions have held certain 
prizes (on giveaway programs and essay con- 
tests) are not includible in income. 


Life insurance proceeds payable by reason of 
the death of the insured are generally exempt 
from income tax. However, except for tax-free 
exchanges, where an insurance contract is trans- 
ferred for a valuable consideration, the proceeds 
payable at death are exempt only to the extent 
of the actual consideration and premiums paid 
by the transferee. 








House 


Taxed under life expecta 
nual exclusions computed by 
consideration by the combine: 
the parties covered. 


At death of the first annu 
continues to compute annual 
as during the lifetime of t 
The survivor receives an inc 
for a portion of any estate t 
of including the survivor’s a 
of the first annuitant. 


Taxed under life-expecta 
funds are exempt from tax 
they constitute return of ¢: 
vision to reduce the cost ¢ 
purposes of computing annu 
average refund expected. 


Taxed under life-expecta 
amounts payable under the | 
first 3 years equal or exce 
contribution. In the latter. 
excluded until employee has 
contributions tax free, and 
ments are taxable. 


Continues prior law. 


Includes in gross incon 
awards except those made in 
achievements of a religious 
tific, educational, artistic, li 
ture, where recipient is sele 
on his part and is not requ 
stantial future services. 


Exempts in full life insw 
able at death on contracts 
valuable consideration. 
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House 


expectancy method. An- 
uted by dividing the total 
ombined life expectancy of 


rst annuitant, the survivor 
» annual portions, excluded 
me of the first annuitant. 
s an income tax deduction 
estate tax paid as a result 
‘ivor’s annuity in the estate 


expectancy method. Re- 
‘om tax to the extent that 
rn of capital. Adds pro- 
> cost of the annuity for 
ng annual exclusions by the 
cted. 


expectancy method unless 
ler the pension plan in the 
or exceed the employees’ 
» latter case, the annuity is 
yyee has recovered his total 
ee, and thereafter all pay- 


LW. 


s income all prizes and 
made in recognition of past 
‘eligious, charitable, scien- 
tistic, literary, or civic na- 
t is selected without action 
,ot required to render sub- 
ices. 


fe insurance proceeds pay- 
ontracts transferred for a 
ion. 


Senate 


House provision with technical changes. 


Modifies slightly income tax deduction 
granted to the survivor as a result of subjecting 
the survivor’s annuity to estate tax (see sec. 
691). 


House provision, except for technical modi- 
fication. 


House provision. 


Provides that face amount certificates are to 
be taxed in the same manner as an endowment 
contract so that where proceeds from such cer- 
tificates are received in a lump sum the total 
tax cannot exceed the tax which would be pay- 
able if the proceeds had been received in three 
equal installments: in the year of receipt and 
in the 2 preceding years. 


House provision. 


Restores the prior law treatment and taxes 
proceeds payable at death on contracts trans- 
ferred for a valuable consideration to the extent 
that the proceeds exceed the consideration and 
premiums paid by the transferee (other than in 
the case of nontaxable exchanges). However, 
full exemption is to be granted to such proceeds 
where the contract is transferred to the insured, 
a partner of the insured, or a partnership or 
corporation in which the insured was a partner, 
shareholder, or officer. 


Conference 


House provision with Senate technical modi- 
fications. 


House provision with Senate technical modifi- 
cations. 


House prov ision. 


Senate prov ision, 


House provision. 


Senate provision. 








Item 


Certain death benefits (sec. 101 


(b)). 


Life insurance proceeds paid in in- 
stallments (sec. 101 (d)). 


BENEFITS 
INJURIES 


FOR 
AND 


KMPLOYER-FINANCED 
NONOCCUPATIONAL 
SICKNESS 


Benefits (secs. 104-105). 


1939 Code 


Excludes from gross income up to $5,000 of 
payments by one employer to beneficiaries of a 
deceased employee under a contractual obliga- 
tion. Law has been interpreted to deny exclu- 
sion where the employee has a nonforfeitable 
right to receive the benefit before death. 


Proceeds of life insurance paid by reason of 
death are exempt from tax even though they are 
paid in installments and include interest earned 
after the death of the insured. Policy divi- 
dends or so-called excess interest are not ex- 


cluded. 


1. Benefits under insured plans are excluded. 
Benefits under noninsured plans are subject to 
tax to the extent financed by the employer. 











House 


Extends exclusion to death 
under a contract and to dis 
qualified profit-sharing and s 
to which deceased had a no! 
prior to death. 

Limits exclusion to a total | 
ployee, regardless of number « 
viding death benefits. 


Limits the exclusion of in 
life insurance installment pt 
death of the insured to $500 a 
of a decedent and $250 a year f 
and ancestors of the decede 
number of policies under wl 
ments are paid. Interest ea 
these amounts on such install 
taxed. Excess interest is give 
as guaranteed interest. 


1. Benefits paid to employe 
plans are: (a) exempt in ful 
pensation for injury or sickne: 
up to $100 a week if paid as 
loss of wages but reduced by 
compensation. ‘Treatment of 
insured plans is identical. ° 
must provide a waiting perio 
are for loss of wages. ‘They m 
designed to prevent discrimin 
age, contributions, and benefit 
applied in the House bill to 
plans. 
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ouse 


o death benefits not paid 
1 to distributions under 
i and stock-bonus plans 
d a nonforfeitable right 


a total of $5,000 per em- 
1umber of employers pro- 


m of interest earned on 
ment proceeds after the 
» $500 a year for a widow 
a year for lineal relatives 
decedent, regardless of 
nder which such install- 
‘rest earned in excess of 
installment proceeds are 
t is given same treatment 


aaprapes under qualified 
t in full if paid as com- 
r sic ieee and (b) exempt 
paid as compensation for 
iced by any nonqualified 
ment of insured and non- 
tical. To qualify, plans 
g period where payments 
They must also meet tests 
iscrimination as to cover- 
| benefits, similar to those 
bill to qualified pension 
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Senate 


House provision, except that exclusion also 
is granted to death benefits under qualified 
pension plans (including annuities) where de- 
ceased had nonforfeitable right prior to death. 


Limits the tax-free exclusion of interest 
earned after the death of the insured on life 
insurance paid in installments to $1,000 a year 
when received by a surviving spouse. No ex- 
clusion for other persons. 


. Follows House provision in giving the 
same treatment to insured and noninsured bene- 
fits, but eliminates the necessity of qualifying 
as a nondiscriminatory plan. E xempts under 
a plan of employer, employee association or a 
State sickness and disability fund: 

(a) benefits reimbursing the employee for 
expenses incurred during the prior taxable year 
as well as during the current taxable year for 
the medical care of himself, his spouse, or his 
dependents ; 


(b) payments for the permanent loss or loss 
of use of a member or function of the body or 
permanent disfigurement of employee, spouse, 
or dependents, and 

(c) payments up to $100 a week for loss of 
wages because of personal injury or illness, 
without a waiting period and without a reduc- 
tion for nonqualified compensation. 





8 

Conference 
House provision with Senate modification. 
House provision with Senate modification. 


1. Senate provision with the following modifi- 
cations: 


(a) Payments for loss of wages attributable 
to the first 7 days after an illness are to be tax- 
able but this waiting period will not apply to 
payments for loss of wages arising from in- 
juries or where an individual is hospitalized 
for at least 1 day during the period of illness. 


(b) It is made clear that the exclusion for 
accident and health benefits is to apply to non- 
funded as well as funded employer plans. 


(c) The Senate amendment which provided 
that amounts received as reimbursement for 
medical care are to be excluded if the amounts 
were expended during the prior taxable year 
(as well as during the current taxable year) 
was modified to prevent the individual from 
taking both a medical expense deduction and 
the exclusion. As under the Senate aos 


employer-financed accident and health benefits 
will be fully exempt if they represent reimburse- 
ment for actual medical expenses and taxable 
only to the extent of the excess over $100 if they 
are compensation for the loss of wages under 
either an insured or noninsured plan. 





Item 


Premiums and contributions (sec. 
106). 


Rental value of parsonages (sec. 
107). 


Discharge of indebtedness (sec. 76 
of House bill and sees. 108, 1017). 


Income taxes paid by lessee cor- 
poration (sec. 110). 


Scholarship and fellowship grants 
(sec. 117). 


J. 51218-——3 


1939 Code 


2. Exempts allowances received for personal 
injuries and sickness resulting from active sery- 
ice in Armed Forces. 


Premiums paid by employers for group sick- 
ness and accident insurance usually are exempt 
from tax to employees but premiums paid on 
nongroup insurance generally are held to be 
taxable compensation. 


Rental value of a dwelling house or apart- 
ment furnished to a minister of the gospel as 
part of his compensation is excluded from his 
gross income. 


1. Whether discharge results in income is 
determined by court developed rules. 


2. Corporations may exclude income arising 
from discharge of indebtedness evidenced by 
securities if they elect a corresponding reduc- 
tion in basis of property. 


3. Railroads may exclude income attributable 
to cancellation pursuant to bankruptcy or 
receivership proceedings without making a 
corresponding reduction in basis of property 
if cancellation occurs in taxable years beginning 
before January 1, 1955. 


It has been ruled that lessor derives addi- 
tional taxable income from the income tax paid 
on its behalf by the lessee. This tax is pyra- 
mided to the point where the income tax labil- 
ity of the lessee is greatly in excess of the initial 
tax on the rental. Lessee allowed a deduction 
for the income taxes paid on behalf of the 
lessor. 


1. No statutory provision. Administrative 
rulings provide grant is included in income un- 
less a gift. 








House 


2. Continues prior law. 


Premiums paid by employe 
accident plans are exempt. 


Excludes rental value of a 
a minister, and rental allowar 
part of his compensation, to t 
rent or provide a home. 


1. Discharges of indebtedn 
for less than full value will 
to the debtor unless the cre 
have, because of the nature « 
consummated a transaction of 
In latter case, discharge may 
tribution to capital or reduc 
price. However, income is al 
debtor where item forgiven w 
duction for which he receive 
which was not included in t 
creditor. 

2. Extends prior law provi 
ness incurred by individual ir 
property used in his trade or 
nates requirement that debt 
security. 

3. Extends provision to De 


Payment of taxes by lessee 
utable to rental payments i 
lessor’s gross income and may 
by lessee. Applicable only — 
into before January 1, 1954, 
and lessor are corporations. 


1. Excludes grants, includ 
contributed services and 
(room, board, and laundry), } 
incidental expenses for trave 
cal help or equipment to the 
are expended for these purp 
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A IEEE 
ouse Senate Conference 


aw. 2. Extends exemption to employees of Public 2. Senate provision. 
Health Service and Coast and Geodetic Survey. 


. 


employers to health and House provision. House provision. 
mpt. 
ue of a home furnished House provision. House provision. 


allowance paid to him as 
ion, to the extent used to 


e. 
debtedness by the debtor 1. Restores prior Jaw. Senate action. 
ue will result in income 


the creditor and debtor 
nature of their dealings, 
ction of a capital nature. 
rge may be a gift, con- 
r reduction of purchase 
me is always to accrue to 
given was an accrued de- 
received tax benefit and 
ed in the income of the 


w provision to indebted- 2. House provision. House provision. 
‘idual in connection with 
rade or business. Elimi- 
it debt be evidenced by 


n to December 31, 1955. 3. House provision. House provision. 


y lessee which are attrib- House provision. House provision. 
ments is excluded from 

und may not be deducted 

e only to leases entered 

, 1954, where both lessee 

tions. 


, including the value of 1. House provision. 1. House provision. 
and accommodations 

ndry), plus payments for 

or travel, research, cleri- 

t to the extent that they 

se purposes. 





ALLOWANCE 


DEFINITION OF DEPENDENT 





Item 


Meals and lodging furnished for 
convenience of employer (sec. 119). 


Statutory subsistence allowance re- 


ceived by police (sec. 120). 


OF 


SONAL EXEMPTIONS (SEC. 151) 


Change in form of deduction. 


Income test for dependent. 


(SEC, 1 


Relationship to taxpayer. 


re 


DEDUCTIONS FOR PER- 


) 


1939 Code 


2. Administrative rulings make grant taxable 
in its entirety if services required as condition 
of receiving grant are more than nominal. 


Meals and lodging are generally taxable to 
the employee unless furnished for the conven- 
ience of the employer. However, even where 
furnished for the convenience of the employer, 
meals and lodging are taxed, if there is indica- 
tion that they are intended to be compensatory. 


No provision. 


Dependency exemption is allowed as a credit 
against net income. 


Dependency credit restricted to dependents 
with less than $600 gross income. 


1. Dependent must bear one of the followin 
designated relationships to the taxpayer: (a) 
son or daughter of taxpayer or descendant of 
either; (b) stepson or stepdaughter of tax- 
payer; (c) brother, sister, stepbrother, or step- 
sister of taxpayer; (d) father or mother of tax- 
payer or ancestor of either; (e) stepfather or 
stepmother of taxpayer; (f) son or daughter of 
brother or sister of taxpayer; (g) brother or 
sister of father or mother of taxpayer; (h) son- 
in-law, daughter-in-law, father-in-law, mother- 
in-law, brother-in-law, or sister-in-law of tax- 
payer. 








House 


2. Exclusion does not appl 
research services in nature ¢ 
ployment required as condit 
grant. 

3. Grants paid to individu 
candidates for degrees are ta 
amount of grant plus other « 
ceived from the recipient’s p: 
is less than 75 percent of rec’ 
year preceding grant. 


Meals and lodging (whethe 
as compensation) are to be ex 
employee’s income if they are 
place of employment and the 
quired to accept them as a con 
ment. 


Excludes up to $5 per day re 
tory subsistence allowance by 
ployed as a police official by 
possession of the United State: 
subdivision thereof, or by 
Columbia. 


Provides deduction from a 
come instead of credit against: 


Eliminates the $600 gross i 
child of the taxpayer who has 
age of 19 or who is a student : 
institution. 


1. Adds to the list of qualif 
(a) any individual su norte 
has as his principal place of al 
the taxpayer eal is a member 
household, and (b) the taxpa 
is receiving institutional care 
physical or mental disability a 
ing such care was a member of 
hold as the taxpayer. 
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ouse 


ot apply to teaching or 
ature of part-time em- 
; condition to receiving 


ndividuals who are not 
s are taxable unless the 
other compensation re- 
ient’s previous employer 
of recipient’s salary in 


whether or not intended 
to be excluded from the 
hey are furnished at the 
and the employee is re- 
is a condition of employ- 


r day received as a statu- 
ance by a taxpayer em- 
cial by State, Territory, 
d States, or any political 
or by the District of 


from adjusted gross in- 
against net Income. 


gross income test for a 
who has not attained the 
tudent at an educational 


qualifying relationships 
yported by taxpayer who 
ace of abode the home of 
nember of the taxpayer’s 
e taxpayer’s cousin who 
nal care by reason of a 
ibility and before receiv- 
mber of the same house- 


Senate 


2. Extends provision to include “other serv- 
ices” in addition to teaching or research. 


3. Replaces the 75-percent test with a spe- 
cific exclusion of amounts received up to $300 
per month for a maximum period of 36 months 
from a tax-exempt organization or a govern- 
ment agency. 


Meals are exempt if furnished on the busi- 
ness premises of the employer for the conven- 
ience of the employer. 

Lodging is exempt if: (1) furnished for the 
convenience of the employer and (2) the em- 
ployee is required to accept the lodging on the 
premises of the employer as a condition of 
employment. 

Employment contracts or State statutes fix- 
ing terms of employment shall not be deter- 
minative as to whether meals or lodging are 
intended as compensation. 


House provision. 


House provision. 


Extends provision to individuals pursuing 
“on-the-farm” training programs supervised by 
accredited schools. 


1. House provision. 


Conference 


~~ 


2. House provision with Senate modification. 


3. Senate provision. 


Senate provision. 


Senate provision. 


Senate provision. 


House provision. 


House provision. 


House provision with Senate modification. 


1. House provision. 








Item 


Support test. 


Interest on installment purchase 
(sec. 163). 


Taxes (sec. 164). 


Losses (sec. 165). 





1939 Code 


¥. A citizen of a foreign country may not 
qualify as a dependent unless he is a resident of 
the United States or of a contiguous country. 


1. Taxpayer must contribute more than one- 
half the support of a dependent in order to 


claim dependency credit. 


2. Amounts received as scholarships taken 
into account in applying support test. 


Provides for the deduction of interest pay- 


ments. 


Administrative practice has allowed a 


deduction for carrying charges on installment 
purchase if the interest element is separately 


stated in the purchase contract. 


Where the 


amount of the interest is not specifically stated, 


no interest deduction is allowed. 


1. Taxes on real property are deductible only 
if the taxpayer was personally liable for the 


tax. 


Where real property is sold, the purchaser 


may not deduct a pro rata share of real prop- 


erty taxes assumed under the purchase contract 
if the seller is personally liable because the lien 


had attached prior to the sale. 


2. Special assessments deductible only if levied 


for interest charges or maintenance costs. 


1. A loss from theft or embezzlement is de- 
ductible for the year in which the loss was 


sustained. 











House 


2. Expands exception to pe 
claim as dependents noncitize 
States who are residents of tl 
Panama; and a child who is 
Philippines and was born to 
taxpayer in the Philippines be 
when he was a member of tl 
Armed Forces, 


1. Provides that where ov 
support of a dependent is « 
group of taxpayers, no one of ' 
over half the support, the de 
tion may be assigned to any. 
provided: (a) each member | 
entitled to the exemption ex 
port test; (b) the person des 
tributed more than 10 percen 
ent’s support; and (c) all otl 
have contributed more than 1 
support agree in a written sta 
will not claim the exemption 

2. Provides that in the ca 
stepchild of the taxpayer w 
amounts received as scholars 
taken into account in determ: 
not the taxpayer provided ove 
support. 


Provides a deduction for int 
carrying charges on install 
whether or not separately stat 
est charge is not stated, the ii 
to 6 percent of the average un 
under the contract during the) 


1. Permits buyer and seller t 
tion of the tax apportionable 
the year following and preced 
the date of sale. 

Special rule extends the pr 
tionment to cash-basis taxpay 
and seller are denied a deductic 
of the tax considered to be imp 
party. 

2. Continues prior law. 


1. Loss arising from theft 
is treated as sustained during 
in which the loss is discovered 
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SS  —— sisnseeensnnnnnees 


puse 


n to permit taxpayer to 
oncitizens of the United 
its of the Canal Zone or 
who is a resident of the 
orn to or adopted by the 
pines before July 5, 1946, 
er of the United States 


here over one-half the 
ent is contributed by a 
one of whom contributes 
, the dependency deduc- 
to any one of the group 
rember would have been 
tion except for the sup- 
‘son designated has con- 
) percent of the depend- 
) all other members who 
> than 10 percent of the 
itten statement that they 
mption for that year. 
the case of a child or 
ayer who is a student, 
scholarships will not be 
determining whether or 
ded over half the child’s 


n for interest included in 

installment purchases, 
tely stated; where inter- 
d, the interest is limited 
rage unpaid balance due 
ing the taxable year. 


| seller to deduct the por- 
Hionable to the period of 
l preceding, respectively, 


; the privilege of appor- 

taxpayers. Both buyer 
deduction for the portion 
o be imposed on the other 


LW. 


n theft or embezzlement 
during the taxable year 
scovered. 





Senate 


2. In addition to House, provisions, permits 
United States citizens who are also citizens of 
another country to be claimed as dependents. 


1. House provision. 


2. House provision. 


Restores prior law. 


1. Provides special rule making apportion- 
ment between buyer and seller inapplicable in 
eases involving accrual-basis taxpayers who 
have not elected (under sec. 461 (c)) to accrue 
the real property tax over the period to which it 
relates. 


2. Extends deduction to assessments made by 
improvement districts when (a) the assessments 
are levied at a uniform rate on the same assessed 
value of real property as is used for purposes of 
the local general property tax, (b) the district 
includes at least one county; and (c) at least 
1,000 persons are subject to the taxes levied by 
the district. 


1. House provision. 


Conference 


2. House provision with Senate modifications. 


Ei House provision. 


2. House provision. 


House provision with technical modifications. 


1. Substantially same as House provision but 
the taxpayer rule is extended to 
accrued-basis taxpayers who have not made the 
election under section 461 (c). 


cash-basis 


2. Senate provision. 


1. House provision. 






































Item 


Bad debts (sec. 166). 


Depreciation (sec. 167). 


Charitable contributions and gifts 
(sec. 170). 


1939 Code 


2. Securities in affiliated corporation which 
become worthless may be deducted as an ordi- 
nary loss. Company is affiliated corporation if 
taxpayer owns directly at least 95 percent of 
each class of its stock and more than 90 percent 
of affiliate’s income for all years is from sources 
other than rent, interest, royalties, dividends, 
annuities, or gains from securities. 

3. Gross income used in applying test under 
item 2. 


1. Business bad debts fully deductible. Non- 
business bad debts deductible as short-term 
capital losses. Business bad debt is defined as 
a debt related to the taxpayer’s trade or busi- 
ness at the time of worthlessness. 

2. Foreclosure treated as taxable sale by 
regulation. Creditor deemed to receive gain or 
loss on the difference between fair market value 
of the property and portion of loan satisfied by 
proceeds of foreclosure sale. Any unsatisfied 
indebtedness allowed as bad debt deduction. 


1. Provides depreciation allowance for ex- 
haustion, wear and tear (including obsoles- 
cence) of property used in trade or business or 
held for production of income. Provides no 
specific authorization of any given method for 
computing allowance. 

Straight-line method most frequently used, 
which spreads cost, less estimated salvage, 
evenly over the estimated service life. Other 
methods are allowed for certain types of prop- 
erty, including unit-of-production and the 
declining-balance method subject to limitation 
of rate to 150 percent of corresponding straight- 
line rate. 

2. No special provision. 


3. Rulings prescribe that adjustments to de- 
preciation deductions will be made only on 
clear and convincing evidence. 


1. Limits the amount of the deduction by in- 
dividuals for contributions to charitable, ete., 
organizations to 20 percent of the individual’s 
adjusted gross income. 


2. Does not include gifts to cemetery or bur- 
ial companies. 








House 


2. Ownership test reduced to 8 


3. Gross income test changed 1 
test. 


1. Redefines a business bad 
created or acquired in connectic 
payer’s trade or business regard 
the debt is so related at the tin 
lessness. 

2. No gain or loss recognized 
until creditor disposes of forec 
Foreclosed property takes the 
basis and is considered an asset | 
characteristics as the debt (sec. 1 


1. Liberalizes depreciation o: 
assets constructed or acquired : 
31, 1953, by specifically permit 
clining-balance method at 200 
corresponding straight-line rat 
methods which at the end of e 
in accumulated allowances not i 
under declining-balance method 


2. In case of property constr 
before and partially after Ja 
liberalized depreciation is limite 
of the basis attributable to tk 
after December 31, 1953. 

3. Permit (1) agreements in 1 
spect to depreciation rates which 
until significant facts are d 
burden of proof on party initiat 
any changes to be prospective 
10 percent leeway in which taxpé 
ation of rate will not be disturt 


1. Permits the deduction of 
10 percent of the taxpayer’s ad. 
come for contributions to a chur 
tion or association of churches 
order, an educational institution 

2. Continues prior law. 
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sss 


use 


ced to 80 percent. 


hanged to gross receipts 


ss bad debt as a debt 
onnection with the tax- 
s regardless of whether 

the time of its worth- 


ognized on foreclosures 
of foreclosed property. 
<es the debt as its tax 
n asset having the same 
it (sec. 1035). 


ation on new tangible 
quired after December 
permitting use of de- 
at 200 percent of the 
line rate or equivalent 
nd of each year result 
es not in excess of those 
method. 


y constructed partially 
fter January 1, 1954, 
's limited to the portion 
le to the construction 


ents in writing with re- 
‘s which will then stand 

are developed with 
y initiating change and 
spective only, and (2) 
ch taxpayer’s determin- 
| disturbed. 


‘tion of an additional 
yer’s adjusted gross in- 
oa church or a conven- 
hurches or a religious 
stitution, or a hospital. 
v. 





Senate 


2. Ownership test restored to 95 percent. 


3. House provision. 


1. Adds provision for treating as business 
bad debt a loss sustained by a guarantor, in- 
demnitor, or endorser of a noncorporate debt, 
where loan is for trade or business of borrower. 


2. Returns to prior law. 


1. Provides that the depreciation available 
under other methods is to be limited to the 
amount available under the declining-balance 
method only during first two-thirds of life of 
the asset. 

Grants taxpayer option to switch to straight- 
line depreciation at any time, on basis of un- 
recovered cost less estimated salvage, and re- 
maining life at time of the switch. 

Specifically authorizes use of the sum-of-the- 
year’s digits method. 

Restricts liberalized depreciation to assets 
with service life of 3 or more years. 


2. Makes new depreciation system available 
to entire cost of construction if completed and 
first put into use after December 31, 1953. 


3. Deletes the “10 percent leeway” provision. 


1. Deletes “religious orders.” 


2. Adds nonprofit cemetery or burial com- 
panies. 


Conference 


2. Senate provision. 


3. House provision. 


1. House provision with Senate addition. 


« 


2. Senate action. 


_ 


. House provision with Senate modifications. 


2. Restores the limitation in the House bill 
restricting the new depreciation methods to 
that portion of the basis of the property which 
is attributable to construction after December 
3d1, 1953. 


3. House provision with Senate deletion. 


1. House provision with Senate modification. 


2. Senate provision. 


Item 


Amortization of bond 


171). 


(sec. 


172). 


penditures (sec. 174). 


Soil and water conservation 
penditures (sec. 175). 


J. 512184 





premiums 


Net operating loss deduction (sec. 


Research and experimental ex- 


ex- 


1939 Code 


Does not provide a carryover of contribu- 
tions in excess of the maximum percentage al- 
— able for corporations or individuals. 

The 20-percent limitation does not apply 
W - ve the combination of the ti ixpayer *s chari- 
tuble contributions and income tax in the cur- 
rent year and in each of the past 10 years equal 
90 percent or more of his taxable income. 

>. Maximum allowable charitable deduction 
is decreased by reductions in income for the 
year attributable to a carryback of the net oper- 
ating’ loss. 


1. Bond premium amortizable to maturity or 
earlier call date, at taxpayer's election, if inter- 
est is wholly or partially taxable. Amortiza- 
tion mandatory for partially tax-exempt bonds 
in ane of a corporation. 

Amortization is mandatory as a reduction 
of hoon but not allowed as a deduction against 
taxable income for wholly tax-exempt bonds. 

3. Instrument considered a bond only if it has 
interest coupons or is in registered form. 


4. Implies that election to amortize in case of 
bonds held by estate or trust may be made only 
by fiduciary. 


lL. 1-year carryback and 5-year carryforward. 


2. Economic income concept employed in 
determining losses. Statutory net operating 


loss reduced, both for loss year and year to 
which carried, by tax-exempt income, excess of 
percentage depletion over cost depletion, the 
excess of nonbusiness deductions over gross in- 
come from other sources, the excess of capital 
losses over capital gains, and the corporate 
dividends-received credit. 

3. Disallows carryover of losses by individuals 
on sale of property used in trade or business. 


No specific statutory rules. Uncertainty 
whether particular expenditures are deductible 
or must be. capitalized, particularly where there 
is no regular research budget. Unusual research 
expenditures must be apitalized and written 
off over useful life of benefits or deducted as 
abandonment losses. 


Expenditures made by farmers to improve 
their land are generally required to be capital- 
ized rather than deducted as current expenses. 
Such expenditures are recoverable for tax pur- 
poses only on sale of the land. 


2. No specific provision. 








House 


+. Continues prior law. 


Provides that the 90-per 
be met in only 9 out of the last 


Provides that carryback 
vears Is not to reduce ma: 
charitable deduction. 


Premium on callable boi 
tized to nearest call date onl] 
vears from original issue ¢ 
bonds issued after January 
qi uired after January 22, 1954 

Same as item 1 above. 


3. Continues prior law. 


4. Explicitly states that ele 
in case of bonds held by estat 
made only by fiduciary. 


Extends loss carryback ¢ 
able years beginning after D 


Eliminates adjustments 
interest. Continues adjust 
exempt items in computing 1 
come of year to which loss is 
loss is not fully absorbed in 
ments continue to reduce bal; 


Allows carryover for los 
realized on sale of property 
business. 


Provides a statutory optio 
deduct as expense or to amo 
than 60 months research and 
penditures. Option is not ap) 
depreciable or depletable asse 
mentation work, 


Permits farmers to ele 
penditures for soil and wate 
cluding expenditures for pr 
erosion. 


Deductible expenditures 
are limited to 25 percent of 
rived from farming. Excess 
be carried over to succeeding 
ways to the 25-percent limita 


EEE 


ouse 


iW. 


» HU-percent test needs to 
the last 10 years. 


rryback from succeeding 
ice maximum allowable 


able bonds may be amor- 
late only if more than 3 
issue date. Limited to 
inuary 22, 1951, and ac- 
92, 1954. 


ove, 
aw. 


that election to amortize 
by estate or trust may be 
V. 


‘yback to 2 years, for tax- 
after December 31, 1953. 


stments for tax-exempt 

adjustments for other 
yuting loss but not in in- 
h loss is first carried. If 
rbed in first year, adjust- 
luce balance carried over. 


r for losses of individuals 
roperty used in trade or 


‘y option to taxpayers to 
to amortize over not less 
rch and experimental ex- 
s not applicable to land or 
ible assets used in experi- 


; to elect to expense ex- 
1d water conservation, in- 
for prevention of land 


nditures for any one year 
‘cent of gross income de- 
Excess expenditures may 
‘ceeding years, subject al- 
it limitation. 
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Senate 


3. Provides for a carryover fi 
of contributions in excess of 5 
mum. 

t, Provides that the JU-percel 
be met in only 8 out of the last 10 


corporations 
percent maxXl- 


test needs to 


vears, 


5. [louse provision. 


1. Amends House provision to permit ordi- 
nary deduction of unrecovered premium on fully 
taxable bonds callable within 3 years if actually 
called before maturity. 


2. Restores prior law. 


instrument 
ns or be in 


3. Eliminates requirement that 
inust have attached 
registered form. 

+. House provision. 


nteres coup 


| House pro\ ision, but makes the additional 
year to which a loss can be carried back avail- 
able with respect to losses for any year ending 
after December 31, 1953. 

2. Moves further toward a statutory net in- 
come approach by eliminating adjustments in 
both loss year and income year to which loss is 
carried for the excess of percentage over cost 
depletion and the deduction for dividends re 
ceived by corporations 


3. House provision. 


House provision. 


1. Extends provision to allow deduction of 
special assessments levied by soil or water con- 
servation or drainage districts to defray ex- 
penditures made by such districts which would 
be deductible under this section if made by the 
taxpayer. 

2. House provision. 


13 


esses 


Conference 


5. Senate provision but carryover 
available for only 2 succeeding years. 


makes 


tL. House provision as modified by Senate. 


eo. House proy ISLO], 


1. House provision 


as modified by Senate. 


2. Senate action. 


” ’ 
® Senate provision. 


3 House prov ision, 


. House provision as modified by Senate. 


2. House provision as modified by Senate. 


3. House provision. 


House proy ision. 


1. House provision with Senate modification. 


2. House provision. 





item 


Farm grain storage expenditures 


(sec. 176). 


Expenses for production of income 
(sec. 212). 


Medical, dental, and similar ex- 


penses (sec. 213). 


Child-care expenses (sec, 214). 


1939 Code 


No special provision. 


Allows deduction for costs incurred in con- 
nection with contests over certain tax liabilities, 
such as income and estate taxes, but not for 
gift taxes. 


1. In the case of taxpayers other than those 
over 65 years of age, medical expenses iN excess 
of 5 percent of adjusted gross income are de- 
ductible. 

2, Maximum deduction is $1,250 per exemp 
tion, but not in excess of $2,500 for a single in- 
dividual or married person filing a separate 
return, or $5,000 in the case of a married person 
filing a joint return. 

3. Medical expenses deductible include 
amounts paid for the diagnosis, cure, mitiga- 
tion, treatment, or * prevention of diseases or 
paid for the purpose of affecting any structure 
or function of the body (including amounts 
paid for accident or health insurance). 

4. Expenditures for drugs and medicine may 
be included in medical expenses. 


Medical expenses are deductible only if 
paid within the taxable year and no deduction 
is allowable in the final return of a decedent 
taxpayer for medical expenses incurred unless 
they are paid prior to his death. 


1. No provision. 








House 


Deductible expenditures 


spect to land used in farming 
moving of earth, 
and terrac ‘ing, contour furrow 


including | 


of diversion channels and \ 
control and protection of wat 
and ponds, eradication of bri 
of windbreaks. 

Deductible expenditures 
purchase, construction, install: 
ment of structures, appliances 
character subject to allowance 

Any expenditures in exc 
cent limitation must be added 
time as they become deductibl 
to which carried. 


No special provision. 


Adds new provision which 
of expenses incurred in co 
liability, including gift taxes. 


1. Reduces the percentage 
5 percent to 3 percent of adju 


2. Increases the maximu 
$2,500 per exemption, but not 
for a single individual or ma 
a separate return, or $10,0( 
couple filing a joint return or 

3. Limits the medical exp 
items specifically mentionec 
Also limits deduction of ex 
required for medical care to : 
tion expenses (and thus excl 
meals and lodging incurred « 

4, Expenditures for dru 
tuken into account in comput 
only to the extent that they e: 
adjusted gross income. 

Permits deduction in tl 
a decedent taxpayer of mec 
curred, if paid out of esta 
from date of death (providec 
estate tax purposes). 


1. Permits deduction of cl 
by a widow or widower, inc 
individual legally separated 1 
a decree of divorce or separat 
a mother whose husband is inc 
because mentally or physicalh 
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‘ouse 


ditures are those with re- 
‘arming, for treatment or 
uding leveling, grading, 

- furrowing, construction 
s and drainage ditches, 
. of water courses, outlets 
n of brush, and planting 


nditures do not include 
, installation, or improve- 
pliances, or facilities of a 
lowance for depreciation. 
; in excess of the 25-per- 
» added to basis until such 
eductible in a future year 


Nn. 


n which allows deduction 
| in contesting any tax 
ft taxes. 


‘entage requirement from 
of adjusted gross income. 


imaximum deduction to 
but not in excess of $5,000 
| or married person filing 
r $10,000 for a married 
‘turn or a head of family. 
cal expense deduction to 
entioned in the statute. 
n of expenses for travel 
care to actual transporta- 
ius excludes expenses for 
curred during such trip). 
rv drugs and medicine 
computing the deduction 
t they exceed 1 percent of 
: 

on in the final return of 
of medical expenses in- 
of estate within 1 year 
yrovided not deducted for 


on of child-care expenses 
ver, including unmarried 
arated from spouse under 
separate maintenance, or 
nd is incapable of support 
iysically defective. 





Senate 

3. Revises language to mak: lear that the 
provision applies to earthen dams not subject 
to depreciation and that the words “construc- 
tion, control, and protection” apply to all the 
types of activities enumerated (diversion chan- 
nels, drainage ditches, earthen dams, water- 
courses, outlets, and ponds). 


House provision. 


Deletes House provision. 


Permits farmers to elect to expense expendi- 
tures for farm grain-storage facilities under 
certain conditions. 


House provision. 


House provision. 


House provision with teachnical revision 
changing “head of family” to “head of house- 


hold” 


House provision. 


House proy ision. 


House provisio1 ; 


1. Extends child-care deduction to all work- 
Mar- 


ried woman must file joint return with her hus- 


ing women (including working wives). 


band. 


14 





Conference 


3. House provision with Senate modification. 


4, House 


prov ision. 


5. Senate action. 


Deletes Senate provision. 


House 


provision. 


House provision. 


House provision with Senate modification 
and adding to the $10,000 category surviving 
spouse receiving full income splitting. 


3. House provision. 


}, House 


prov sion. 


5. House prov ision. 


1. House 


provision with Senate modification. 





Item 


Amounts representing taxes and 
interest paid to cooperative housing 
corporations (sec. 216). 


dividends (sec. 


Intercorporate 
246). 


Organizational expenditures (sec. 
248). 


Intangible drilling and develop 
ment costs (sec, 263). 


Certain amounts paid in connection 
with insurance contracts (sec. 264). 


Losses, expenses and interest with 
respect to transactions between re- 
lated taxpayers (sec. 267). 


1939 Code 


Permits stockholders to deduct an amount 
representing his proportionate share of total 
amount of taxes and interest paid to a coop- 
erative apartment corporation. 


Allows intercorporate  cividends-received 
credit with respect to dividends paid by insur- 
ance companies. 


Expenses incurred on behalf of a corpora- 
tion prior to the date of its charter are not 
deductible but may be amortized when their 
useful life can be determined by reference to 
a limited term of existence specified in the 
corporation charter. 


Regulations allow taxpayer an option to de- 
dluct as current expenses or to capitalize intangi- 
ble drilling and development costs in the case of 
oil and gas wells. 


No interest deduction allowed for indebted- 
ness incurred to purchase a single-premium life 
insurance or endowment contract. If substan- 
tially all premiums on such contracts are paid 
within 4 years from purchase date, same rule 
applies. 


1. Losses on sales or exchanges of property 
and deductions for unpaid expenses or interest 
are denied in transactions between related tax- 


payers. 


2. Where losses on the disposition of property 
are disallowed, no provision is made for adjust- 
ment of gain when property is subsequently sold 
to outsiders. 











House 


2. Defines deductible expels 


to enable the taxpayer to be er 
of child less than 10 years of a; 
years old if physically or m 


tated and unable to attend re; 
3. Limits amount deductible 


Extends deduction to stock 
erative housing corporation 


tests. 


Denies the corporate di 
deduction with respect to di 
insurance companies. 


Corporation may elect to 
organizational expenses over a 
than 60 months, beginning wi 
which the corporation first beg 


No express provision. 


extends denial of interest 
debtedness incurred to purch 
mium annuity contract, after | 

Amounts deposited for payn 
tial number of future premiun 
ance, endowment or annuity p 
as single-premium contracts. 


1. Expands concept of rela 
include (a) a fiduciary deali 
ficiary of any other trust cre: 
grantor; (b) a fiduciary deali 
ration controlled by the gran 
and (¢c) an exempt organizati 
a person or his family. 

2. Gain realized by the or 
on disposition of property, wh 
disallowed, recognized only t 
it exceeds the amount of loss r 
lowable to thetransferor. Rul 
wise affect basis of property. 





1954 Code After Action by— 


use 


- expenses as those paid 
to be employed for care 
irs of age or less than 16 
y or mentally incapaci- 
fend regular school. 
luctible to $600. 


o stockholders of coop- 
ration meeting certain 


rate dividends-received 
t to dividends paid by 


ect to amortize certain 
s over a period of not less 
ning with the month in 
first begins business. 


nterest deduction to in- 
) purchase a single-pre- 
t, after March 1, 1954. 
‘or payment of a substan- 
yremiums on a life insur- 
inuity policy are treated 
tracts. 


of related taxpayers to 
ry dealing with a bene- 
rust created by the same 
ry dealing with a corpo- 
he grantor or the trust; 
ganization controlled by 


the original transferee 
erty, where loss had been 
| only to the extent that 
of loss not previously al- 
or. Rules does not other- 
yperty. 





sss 


Senate 


2. Allows deduction with respect to dependent 
child under 12 year's of age and with respect to 
any other person who is a dependent of the tax- 
payer and who is physically or mentally in- 
capable of caring for himself. ; 

3. Reduces amount deductibl a working 
wife by amount by which combined adjusted 
income of husband and wife exceeds 

Thus, no deduction is allowed if the 
adjusted gross income of husband and wife 
exceeds $5,100. 


YTOSS 


S+4.500. 


House provision. 


Deletes House provisio) denying corporate 
dividends-received deduction on dividends paid 
by insurance companies. 


House provision. 


Provides clarifying amendment to make clear 
that provisions relating to capital expenditures 
do not affect existing treatment under regula- 
tions granting option to expense or capitalize 
intangible drilling and development costs of oil 
and gas wells. 


House provision except that if contracts in- 
volve deposit of borrowed funds, interest deduc- 
tions shall be denied only where such amounts 
were deposited after March 1, 1954. 


House provision. 


2. House provision with technical modifica- 
tion. 


Conference 


2. Senate provision. 


3. House provision with Senate modification. 


House provision. 


Senate action. 


House provision. 


Senate provision. 


House provision as modified by Senate. 


House provision. 


House provision as modified by Senate. 





Item 


Acquisitions made to evade or 
avoid income tax (sec. 269). 


Limitation on deductions allow- 
able to individuals in certain cases 
(nobby losses) (sec. 270). 


Payments to issuer of tax-exempt 
obligations (sec. 274—House bill). 


Distributions of property (includ- 
ing cash) (see. 301). 


Distributions and redemption of 
stock (sec. 302). 


1939 Code 


Authorizes Commissioner to disallow deduc- 
tion, credit, or allowance not otherwise avail- 
able to taxpayer where another corporation or 
its property is acquired principally for purpose 
of tax evasion or avoidance. 


Where deductions with respect to a trade or 
business claimed by an individual taxpayer 
have exceeded gross income by more than 
$50,000 for each of 5 consecutive taxable years, 
income is recomputed, disallowing deductions 
in excess of gross income plus $50,000. For pur- 
poses of this section, taxes and interest are not 
included for determining excess deductions. 


No provision. 


1. Shareholders other than a corporation 
taxed on the fair market value of property dis- 
tributed. 


2. Corporate shareholders are taxed on (a) 
cash or (b) fair market value of the property 
with limitation on dividends-received credit. 


1. Subject to income tax where the redemp- 
tion is substentially equivalent to a divideati 
otherwise subject to capital gains tax. No spe- 
cific rules applied. 








House 


Adds a new subsection which 
sumption of purpose of tax e\ 
ance where the consideration p 
corporation or its property is s 
proportionate to the tax ba: 
acquired plus tax value of oth 
as loss carryovers. 


Excepts from deductions tal 
for purposes of the provision, 
and interest, but also casualty 
ment losses connected with tr: 
losses and expenses of farming 
table to drought, and expendi 
taxpayer may elect to expense 


1. Disallows deduction to ] 
for rental payments made to 
governmental units for the 1 
acquired or improved by the go 
by the issuance of industrial de 
nue bonds after February 8, 19 

2. Industrial development re 
fined as any obligation issuec 
acquisition or improvement of 
be used to any substantial exte 
lessees for manufacturing and 
pledge the full faith and cred 
authority for the payment | 
principal. 


1. Noncorporate shareholde: 
fair market value of property ¢ 


2. Corporate stockholders a 
fair market value of property « 


1. Provides specific rules go 
ability of corporate redemptio1 


2. Adopts disproportionate 
provides that, to qualify for cay 
ment, an individual sharehold 
common stock after the distr 
less than 80 percent of his hol 
distribution. 

Provides rule for capital gai 
of interest of a shareholder. 


LLL Ln 


use 


n which establishes pre- 
f tax evasion or avoid- 
ration paid in acquiring 
erty is substantially dis- 
tax basis of property 
e of other benefits, such 


ions taken into account 
‘ovision, not only taxes 
casualty and abandon- 
with trade or business, 
arming directly attribu- 
expenditures which the 
2xpense or to capitalize. 


on to private business 
nade to State or local 
r the use of property 
y the governmental unit 
strial development reve- 
ry 8, 1954. 

ment revenue bonds de- 
n issued to finance the 
nent of real property to 
ial extent by nonpublic 
ing and which does not 
nd credit of the issuing 
yment of interest and 


reholders taxed on the 
pperty distributed. 


siders are taxed on the 
operty distributed. 


‘ules governing the tax- 
emptions in all cases. 


tionateness rule which 
y for capital-gains treat- 
areholder’s holdings of 
1e distribution must be 
his holdings before the 


ital gain on termination 
Ider. 


1954 Code After Action by-— 16 





Senate Conference 


Changes burden of proof on taxpayer to House provision with Senate modification. 
prima facie evidence of tax avoidance. 


les that net House provisions with Senate modification. 
t be taken into 
letermining 
> . 
Provides also 


House provisions, but also p: 
operating loss carryovers shall 
consideration for purposes of 
whether losses exceed $50,000. 
that in order for new provisions to be appli- 
cable, at least 1 year of loss must be subject 
to provisions of new Internal Revenue Code. 


Deletes House provision. Senate action. 


1. House provision. A statutory rule is pro- 1. House provision as modified by Senate. 
vided correlating the basis of property in 
hands of the distributee with the amount taxed 
to him. 

2. House provision, except that a statutory 2. House provision as modified by Senate. 
rule is provided correlating the basis of property 
in the hands of the distributee with the amount 
taxed to it. 

1. Reinstates prior law. 1. Continues prior law. 


2. House provision with additional provision 2. House provision as modified by Senate, 


that controlling shareholder must lose control. 








Item 


Redemption of stock to pay death 
taxes (sec. 303). 


Redemption through use of related 
corporations (sec. 304). 


Distribution of stock and stock 
rights (sec. 305). 


Redemption of certain stock (pre- 
ferred stock bail-outs) (sec. 306). 


Basis of stock and stock rights ac- 
quired in distributions (sec. 307). 


Taxability of corporations on dis- 
tributions (sec. 311). 


J. 51218——5 


1939 Code 


Allows redemption of stock in a corporation 
to pay death taxes without distribution being 
taxed as a dividend when value of stock amounts 
to 35 percent of the value of the gross estate. 


1. Sale of parent’s stock to subsidiary may be 
redemption equivalent to a dividend. 

2. No provision specifically taxing a sale of 
stock between corporations both of which are 
controlled by the same persons. 


Rules for tax treatment of stock dividends 
and rights rest on court (constitutional) law. 

In general, stock distribution is tax free if 
shareholder’s proportionate interest in the cor- 
poration is unchanged. 


Stock redemptions subject to income tax if 
the redemption is essentially equivalent to a 
dividend. However, law may prove ineffective 
with respect to so-called preferred stock “bail- 
outs” (Chamberlin v. Commissioner, 207 Fed. 


2d, 462). 


In case of nontaxable stock dividends and 
rights, basis of original stock is allocated to 
stock or rights by reference to the comparative 
market value of the old stock and rights at 
time of issuance. 


Follows General Utility & Operating Co. 
v. Helwering (296 U. S. 200) in providing that 
a corporation does not realize gain by reason of 
a distribution of its property the value of which 
exceeds its cost to the corporation. 








House 


Broadens provision to prov. 
tion also applies if stock co: 
cent of the taxable estate. Pe 
to pay funeral and adminis 
Allows stock of several corpor: 
percentage test if the estate ov 
stock of the corporations. 

Extends time for redemptio1 
a decision of the Tax Court ha 


1. Continues prior law. 


2. Provides that sale of sto 
owned corporation to another 
tion equivalent to a dividend. 


Provides that distributions 
suant to a reorganization, ¢ 
stock and stock rights in gener 
Exception is made where the 
a dividend or in a reorganiza 
dividends on preferred “stock 
or in arrears, where the sha 
option to receive property « 
stock is taxable. 


Imposes transfer tax of 85 p 
poration at time of redempt 
stock, with certain exceptio 
within period of 10 years o 
plies tax to presently outst 
preferred stock. 


Substantially retains prior 
nontaxable stock dividends a 
received on reorganizations. 
able stock and rights may be 
basis, at election of the t taxpa; 
of stock or rights is 15 perce: 
value of the old stock, the bas 
is required to be allocated. 


The General Utilities rule : 
the statute. 

Two exceptions are made: 
ventory is distributed, tax_i: 
amount of inventory profits 
tax is imposed on distribution 
ject to a liability, on the exces 
the basis of the property. 
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buse 


to provide that this sec- 
tock constitutes 50 per- 
ite. Permits redemption 
1dministrative expenses. 
corporations to meet the 
state owns 75 percent of 
ns. 

lemption to 60 days after 
Yourt has become final. 


Ww. 


e of stock of one wholly 
another may be redemp- 
vidend. 


‘ibutions (whether pur- 
ation, or otherwise) of 
in general be nontaxable. 
ere the stock received as 
rganization is in lieu of 
d stock currently owing 
the shareholder has the 
yperty or money. Such 


. of 85 percent on the cor- 
redemption of preferred 
exceptions, if redeemed 
years of issuance. Ap- 
y outstanding issues of 


is prior law for basis of 
dends and basis of stock 
itions. Basis of nontax- 
may be zero or allocated 
e taxpayer. If the value 
5 percent or more of the 
the basis of the old stock 
ated. 


es rule is incorporated in 


made: (1) if LIFO in- 
l, tax is imposed on the 

profits postponed; (2) 
ributions of property sub- 
he excess of the debt over 
rty. 


Senate 


House provisions, but adds provision allow- 
ing estate to redeem new stock it receives for 
old stock held by decedent, if basis of new stock 
is determined by reference to basis of old stock. 


1. Continues prior law. 


2. House provision. 


House provisions except for stock dividends 
on preferred stock which is in arrears for years 
prior to the preceding taxable year. Stock 
dividends received for such prior year arrears 
are nontaxable upon receipt but may be taxable 
as section 306 stock upon sale or redemption. 
Continues rule of House provision and prior 
law where stock dividends are received in lieu 
of cash. Section is limited to nonreorganiza- 
tion situations. 


Imposes tax on shareholder selling or redeem- 
ing dividend preferred stock at the rates appli- 
cable to ordinary income, to the extent of such 
stock’s allocable share of corporate earnings at 
time of issuance, if sold, or at time of redemp- 
tion, if redeemed. 

Certain exceptions are made for cases where 
all common stock is also disposed of, and where 
the disposition of the preferred is not for tax 
avoidance purposes. Applies only to stock divi- 
dends issued after June 22, 1954. 


House provision, but makes section applicable 


only to stock and stock rights issued as a 
dividend. 


House provisions. 


Conference 


House provision as modified by Senate. 


1. Continues prior law. 


2. House provision. 


House provision as modified by Senate. 


Senate provision. 


House provisior, as modified by Senate. 


House provision. 








Item 


Effect of distributions on earnings 
and profits (sec. 312). 


Corporate liquidations (secs, 331- 
338). 


1939 Code 


_ 1. No statutory rules as to appropriate ad- 
justments made when property which has ap- 
preciated or depreciated in value since acquisi- 
tion is distributed to shareholders. 


2. No provision. 


1. In general, the excess of the fair market 
value of property received over the cost of stock 
is taxed to the shareholder as a capital gain. 
The fair market value of the assets received be- 
comes the shareholder’s basis. 


2. In general, where the liquidating corpora- 
tion is a subsidiary, no gain or loss is recognized, 
and the basis of property received by the parent 
is the same as it was in hands of the subsidiary. 


3. Provides, at election of taxpayer, that 
liquidation of a corporation may be completed 
without taxing the unrealized appreciation of 
the property of the corporation. The aceumu- 
lated earnings and profits of the corporation 
are taxed to the shareholder as a dividend. 

4. Under certain conditions, corporation it- 
self may be held taxable on any gains realized 
at liquidation. (Commisioner v. Court Hold- 
ing Co.) This hinges on the question of 
whether the corporation itself or the stock- 
holders made the sale. 








House 


1. No definition of earning 
rules for adjustment in certair 
and profits charged with cost o 
by the corporation. If, for e 
worth $100 but costing $50 is: 
earnings and profits of $75, ea 
would be reduced by $50. 

If inventory type assets dis 
and profits increased by the 
market value over cost. Ear 
are reduced by the fair mar 
taxable dividend. Corporatio 
difference between cost and va 

2. No provision. 


1. Unrealized appreciation 
ceived upon liquidation woul 
shareholder or corporation. 
shareholder owning stock wit 
receives property with a val 
basis to the corporation of $2 
the excess of $200 over $100, « 
gains rates. Where, however 
property to the corporation 
is equal or greater, than the | 
to the shareholder, the basis 
received would become the b 
Complicated rules would ap) 
tory type asset distributed. 

2. Any loss would be a cay 
gain would be treated as a diy 
dividend-received deduction 
would apply. Basis rules a 
above. 


3. This provision is adopted 
except that the shareholder v 
capital gains rates on the exce 
tion basis over the basis of his 


4. If a corporation in pal 
liquidation ai assets, there 
at the corporate level. Hower 
ized would be taxed to shareh 
income or gain, depending on 
the asset sold. (For special 


inventory assets, see below.) 
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earnings and profits but 
n certain cases. Earnings 
th cost of asset distributed 
if, for example, property 
x $50 is distributed out of 
{ $75, earnings and profits 
0, 

sets distributed, earnings 
by the excess of its fair 
st. Earnings and profits 
air market value of the 
poration not taxed on the 
t and value. 


eciation of property re- 
mn would not be taxed to 
ation. If, for example, a 
tock with a basis of $100 
h a value of $250, and a 
m of $200, he is taxed on 
r $100, or $100, at capital 
however, the basis of the 
ration is less, but value 
an the basis of the stock 
1e basis of the property 
e the basis of the stock. 
yuld apply where inven- 
uted. 

be a capital loss but any 
as a dividend to which a 
luction of 100 percent 
rules as described in 1 


. 


adopted as a general rule, 
1older would be taxed at 
the excess of the corpora- 
is of his stock. 


in partial or complete 
s, there would be no tax 
However, any gain real- 
) shareholder as ordinary 
ding on the character of 
special rules governing 
elow.) 


Senate 


1. House provision. 


2. Insures that any distribution of the pro- 
ceeds of loans guaranteed by the United States, 
such as F. H. A. loans, which exceed the cost of 
the property by which such loans are secured 
is taxed as a dividend. 


1. Reinstates prior law. 


2. Retains prior law provisions. However, 
where a parent purchases the stock of a sub- 
sidiary and adopts a plan of liquidation within 
2 years, the basis of the assets in the hands of 
the parent is to be the amount paid for the stock 
(Kimbell-Diamond Milling Co.), subject to cer- 
tain adjustments. 

3. Provision of prior law is made permanent. 


4. Follows House provision but limits rule 
to complete liquidations. If a corporation 
adopts a plan of liquidation and liquidates 
within 12 months, sale of assets would not re- 
sult in tax at the corporate level. Inventory 
must be sold in bulk to receive this treatment. 


Conference 


1. House provision. 


2. Senate provision. 


1. Continues prior law. 


2. Senate provision, with minor amendment 
covering adjustments. 


3. Continues prior law with change in date 
from August 15, 1950, to December 31, 1953, 
after which stock or securities acquired by liqui- 
dating corporation are treated as money. 


4. Senate provision, with provision for (1) 
supplemental election under section 392 (b) for 
firms adopting plan of liquidation after Decem- 
ber 31, 1953, and before June 22, 1954, and (2) 
nonrecognition of gain on inventory of one 
trade or business of the corporation sold to one 


person. 








Item 


Collapsible corporations (sec. 341). 


Partial liquidations (sec. 846). 


Corporate organizations (sec. 351). 


Distribution of stock and securities 
of a controlled corporation (sec. 355). 


Reorganizations (sec. 368). 


1939 Code 


Under certain conditions, shareholder taxed 
at ordinary income rates on corporate liquida- 
tions of inventory type assets where it can be 
shown that the corporation was deliberately 
availed of for tax avoidance purposes. Applies 
only where shareholder owned 10 percent or 
more of stock, and 70 percent or more of the 
gain in taxable year is attributable to the in- 
ventory type property. 


Same rules as in case of complete liquidations, 
No statutory standards to distinguish a partial 
liquidation from a distribution essentially 
equivalent to a dividend. 


No gain or loss where one or more persons 
transfer property to a corporation and immedi- 
ately after the transfer such persons are in 
control of the corporation. Interest of such 
persons after the transfer must be in substan- 
tially the same proportion as was the respective 
interest of such persons in the property. If 
disproportionate, the entire transfer is taxable. 


1. Stock of a newly created subsidiary may be 
distributed tax-free to shareholders of the par- 
ent corporation, provided that it is intended to 
continue in active business the corporation 
whose stock is distributed and that the distribu- 
tion is not used as a device for distributing 
earnings and profits. 


2. No provision. 


1. Reorganization defined : (1) Merger or con- 
solidation; (2) acquisition by one corporation 
of 80 percent of the stock of another corpora- 
tion solely for voting stock; (3) acquisition by 
one corporation of substantially all the assets 
solely in exchange for voting stock; (4) trans- 
fer where transferor or its shareholders in con- 
trol of new corporation; (5) recapitalization ; 
(6) change in identity, form or place of organ- 
ization. 


2. Additional consideration taxed to extent 
of gain. 


3. No statutory rules for exchange of secur- 
ities for securities. 








House 


Certain “appreciated” inve1 
would not be taxed at time of 
tribution. However, such ass 
the same basis in hands of the 
subsequent sale would be full 
preciated inventory” must hay 
value by more than 20 percer 
more than 10 percent of the v 
assets of corporation. 


Applies general liquidation 
liquidations. ‘Test of partia 
quires that there be a termina 
separate and active businesses. 
nated must have been separate 
at least 5 years, and separate b 
kept of the separate businesses 


Limits disproportionate ru 
to the extent of disproportion 


1. Extends prior law treat: 
an existing subsidiary. Such 
tion is also permitted even thou 
is an inactive corporation w. 
its income from investments, p 
disposition of such stock witl 
give rise to ordinary income te 


2. Transferee corporation m 
controlled by persons who wer 
the transferor. For example, | 
ferred their separate sole pro, 
corporation in which each rec 
of the stock, these businesses m 
rated into corporate entities 
wholly owned by A and one by 


1. Provides new definition of 
sitions and different rules f 
closely held corporations ; also 
ing corporation had to issue $ 
stock to transferor’s shareholde 
is a closely held corporation. 


2. Taxed as a distribution w 
fact that it is made pursuant 
tion. 

3. No gain or loss if securitic 
same face amount as securil 
Any excess of the face amount 
ceives over the fact amount ¢ 
rendered treated as addition: 
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1” inventory type assets 
time of liquidating dis- 
such assets would retain 
; of the recipient, so that 
be fully taxable. “Ap- 
nust have appreciated in 
) percent and constitute 
of the value of the total 


lidation rules to partial 

partial liquidation re- 
termination of one of its 
sinesses. Business termi- 
separatedly operated for 
parate books and records 
isinesses, 


nate rule. Taxed only 
portionate interest. 


w treatment to stock of 
Such tax-free distribu- 
ven though the subsidiary 
ition which receives all 
nents, provided that any 
ck within 10 years will 
1come tax treatment. 


‘ation may be separately 
vho were shareholders of 
‘ample, if A and B trans- 
ole proprietorships to a 
ach received 50 percent 
lesses may again be sepa- 
ntities one of which is 


l one by B. 


ition of corporate acqui- 
rules for publicly and 
ns; also rule that acquir- 
> issue 20 percent of its 
ireholders if either party 
ration. 


ution without regard to 
irsuant to a reorganiza- 


securities received are of 
; securities transferred. 
amount of securities re- 
mount of securities sur- 
dditional consideration. 


Senate 


Retains approach of prior law. Applies to 
shareholder owning more than 5 percent (rather 
than 10 percent) of the stock of such a corpora- 
tion. Also provides a presumption that a corpo- 
ration is a collapsible corporation where at least 
\U percent of its assets constitute inventory 
which has appreciated in value by 20 percent or 
more. Broadened to cover specifically distribu- 
tions by the corporation as distinguished from 
the sale, exchange of the stock or liquidation of 
the corporation. 


Continues prior law but adds a provision for 
partial liquidation if active business conducted 
for 5 years is terminated. Eliminates require- 
ment for separate books and records. 


House provisions. 


1. Returns to prior law generally in per- 
mitting only the tax-free separation of an 
active business. Bill requires that both the 
business retained by the distributing company 
and the business of the corporation the stock 
of which is distributed must have been actively 
conducted for 5 years preceding the distribu- 
tion, and that the distribution is not a device for 
the distribution of earnings or profits. 


2. House provision. 


1. Eliminates difference between publicly 
and closely held corporations, also 20 percent 
rule. Returns to prior law but (1) allows 
assets acquired to be transferred to a subsidiary ; 
and (2) some additional consideration where 
assets acquired. 


2. Continues prior law. 


3. House provision. 


Conference 


Senate provision, with minor amendment 
covering Government discount obligations. 


Senate provision. 


House provisions. 


1. Continues prior law with additional rules 
for determining when a corporation is engaged 
in the active conduct of a trade or business. 
Also amended to the effect that the mere fact 
that after the distribution stock or securities are 
sold by the distributees shall not be construed 
to mean that the transaction was principally 
used as a device to distribute earnings. (Un- 
less the sale was negotiated or agreed upon 
prior to the distribution.) 

2. House provision. 


1. Prior law as amended by Senate. 


2. Continues prior law. 


3. House provision. 








Item 


Carryovers in certain corporate 


acquisitions (sec. 381). 


Special limitation on net operating 


loss carryover (sec. 382). 


Effective date (secs. 391-395). 


PENSION, PROFIT-SHARING, AND STOCK- 


BONUS PLANS— 


Special treatment for qualified 
plans (sees. 401-404, and 501 (a) ). 


Qualification requirements 
401). 


1939 Code 


No provision made for transfer from one 
corporation to another, in a tax-free liquidation 
or reorganization, of the major tax benefits, 
privileges, elective rights, etc., which were avail- 
able to the predecessor. Courts hold in general 
that such tax attributes of a corporation may be 
preserved only by continuing the corporation’s 
identity. More recently, however, this separate 
identity rule has not always been followed. 


No specific provision. Where controlling in- 
terest in a corporation is acquired for purpose 
of avoiding or evading tax liabilities, the tax 
benefits so acquired which are otherwise not 
available may be disallowed (sec. 129). In- 
effectual because of necessity of proving that 
tax avoidance was the principal purpose of the 
acquisition. 


Provisions continue applicable except as 
changed in bill. 


Where plans do not discriminate in favor of 
highly compensated employees, covered em- 
ployees defer payment of tax until they receive 
benefits. Employers deduct contributions cur- 
rently. Any trust established to administer 


the plan is exempt from tax. 


Plans may qualify by covering 56 percent of 
regular employees. Most plans qualify by re- 
celving approval of the Commissioner without 
satisfying any requirement as to percentage of 
employees covered. 











House 


Provides for the carryover 0: 
attributes or items from one 
another in the complete liquid 
sidiary and in certain tax-free 1 
New rules enable successor corp 
into “tax-shoes” of predecessor 
loss carryover, earnings and 
elections, ete. 


Where 50 percent or more of 
ing interest in a corporation is ¢ 
owners, the amount of net opere 
may be carried over is to be 
percentage of new ownership ac 


Provisions relating to distrib 
fers pursuant to a reorganizati 
apply to transactions occurring 
1954. Liquidation rules apply 
plans adopted after March 1, 1§ 


Continues prior law. 


Attempts to establish clear-cu 
firms to know whether particul; 
without waiting for ruling b 
Revenue Service. For exam 
more than 20 employees auton 
coverage requirements if they « 
of employees. 
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yover of 16 specific tax 
ym one corporation to 
e liquidation of a sub- 
ix-free reorganizations. 
sor corporations to step 
lecessor with respect to 
ss and profits, certain 


more of the participat- 
tion is acquired by new 
et operating loss which 

to be reduced by the 
rship acquired. 


) distributions or trans- 
ranization or otherwise 
‘curring after March 1, 
s apply with respect to 
rch 1, 1954. 


clear-cut rules to enable 
particular plans qualify 
uling by the Internal 
‘ example, plans with 
s automatically satisfy 
f they cover 25 percent 


Senate 


House provisions. Adds two new 
the list of carryover items. 


items to 


House provision with two changes: (1) Loss 
carryover is completely eliminated but only if 
50 percent or more of stock is acquired by pur- 
chase in two years and the corporation does not 
continue the business which resulted in the loss. 
(2) In tax-free reorganizations, if shareholders 
of the loss corporation acquire less than 20 per- 
cent of the stock of the new corporation, the 
carryover is reduced proportionately. 
Thus, if they acquire 10 percent of the stock, 
only 50 percent of the carryover is available to 
the successor corporation. 


loss 


Provisions made generally applicable in the 
case of reorganizations on or after June 22, 1954. 
Plans of reorganization adopted before June 22, 
1954, may be completed under the 1939 Code. 
Where a plan of reorganization was submitted 
to the Secretary for ruling prior to June 22, 
1954, and where the plan of reorganization was 
not adopted before that date, an election to have 
the 1939 Code or the 1954 Code apply is avail- 
able. If a plan of reorganization was 
adopted— 

(a) after March 1, 1954, and before June 

22, 1954, or 

(b) before June 22, 1954, in pursuance of 

a court order and all distributions under the 

lan occur after March 1, 1954, and before 

Joly 1, 1954, 


the election is also available. 
Continues prior law. 
Eliminates changes in House provision as to 


qualification requirements; restores qualifica- 
tion rules of prior law. 


Conference 


House provisions, including Senate additions, 
with amendments governing (1) differences in 
inventory methods and (2) carryover of excess 
charitable contributions. 


Senate provisions, with amendments defining 
(1) “purchase” and (2) stock ownership in cases 
of corporate shareholders. 


Senate rules governing reorganizations. 
Adopts June 22, 1954, date for all provisions of 
subchapter C generally. 


Continues prior law. 


Senate action. 








Item 


Treatment of nonqualified plans 
(secs. 402-404) . 


Integration 
401), 


requirements (sec. 


Negotiated plans established dur- 
ing period of Government operation 
(sec. 404), 


Treatment of lump-sum distribu- 
tions (sees. 402 and 403). 


Deductions for affiliated corpora- 


tions (sec. 404). 


Foreign situs trust (secs. 401, 402, 
104). 


Taxpayers on accrual basis (sec. 


404). 


Employee stock options (sec. 421). 


J. 512186 


1939 Code 


Under nonqualified plans, if employees have 
nonforfeitable rights at the time of contribution 
they are taxed currently on employers’ contri- 
butions and the employer receives a current 
deduction for his contribution. If employees 
have forfeitable rights they defer payment of 
tax until they receive benefits and employer can 
never take deductions for his contributions. 


Under certain circumstances an otherwise dis- 
criminatory plan may be required under regula- 
tions to integrate benefits with social security 
payments. Benefits under the plan may be con- 
fined to wages in excess of amounts covered by 
social security provided such benefits are not 
relatively greater than those granted by social 
security at the $3,600 wage level. 


. 


No special provision for negotiated plans 
established in periods of Government operation 
and seizure. Where such plans do not qualify, 
and employees have forefeitable rights, em- 
ployers may not receive deductions for contri- 
butions. 


Lump-sum distribution, made by qualified 
plans to employees because of separation from 
service, taxed as capital gains if plan is trusteed. 
Similar distributions from insured plans are 
taxed as ordinary income. Lump-sum distribu- 
tions by all plans to beneficiary of employee 
who dies after retirement not eligible for capi- 
tal gains treatment. 


Affiliated corporations cannot shift deduc- 
tions for contributions to profit-sharing plans. 
For example, if one member of the group has 
no accumulated earnings or profits, it could not 
make a contribution to its profit-sharing plan 
and no other member of the group could make 
contributions on its behalf. 


A foreign situs trust may qualify if it meets 
all the usual conditions and in addition has no 
United States source income. 


Taxpayers on accrual basis must make con- 
tributions to the plan not later than 60 days 
after the close of the taxable year in order to 
deduct such contributions in the taxable year. 


1. The effects of reorganizations of employer 
corporations on restricted stock options un- 
certain. 

2. Variable price options difficult to qualify 
under this section. 





House 


Under nonqualified plans e 
be taxed when they receive be 
of whether their rights are fe 
Employers would get deductio 
tributions when employees rece 


Eliminates integration requi 
pension plans, the first $4,000 of 
proximating social security ¢ 
ignored in establishing benefit: 
sharing and stock-bonus plans 
cluding the first $4,000, must b 
sideration in allocating 75 per 
tions. However, the contribut 
‘annot be more than twice as 
income employees as for lower 


No special provision. 


Extends capital gains treatn 
distributions made by qualifie 
because of separation of servic 
treatment also granted lump-s 
made by all qualified plans te 
employees who die after retiren 
sum distributions resulting fro 
plan through mergers. 


Members of an affiliated grow 
are permitted to take deductic 
tions to the profit-sharing pl: 
corporation which cannot mak 
tions itself because it has no pi 
lated earnings. The membe 
quired to divide the deductio 
tributions in proportion to th 


Provides that a foreign situs 
may not qualify for tax exen 
advantages of a qualified plan 
gains) are extended if thé 
would qualify for exemption. 


Extends date for making « 
accrual taxpayers to 75 days a 
taxable year plus any extensi 
date. 


1. Under certain types of 
employees’ benefits under an 
protected. 

2. Provides rules appropri 
price options consistent with tl 
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ceive benefits regardless 
s are forfeitable or not. 
deductions for their con- 
yees receive benefits. 


om requirements. Under 
$4,000 of wages paid (ap- 
“urity coverage) can be 
‘ benefits. Under profit- 
is plans all earnings, in- 
, must be taken into con- 
r 75 percent of contribu- 
mtribution to wage ratio 
twice as high for high- 
wr lower-paid employees. 


s treatment to lump-sum 
qualified insured plans 
f service. Capital gains 
lump-sum distributions 
plans to beneficiaries of 
retirement and to lump- 
ting from liquidation of 


ed group of corporations 
leductions for contribu- 
ring plan of a member 
not make such contribu- 
as no profits or accumu- 
members would be re- 
leduction for such con- 
m to their total profits. 


yn situs employees’ trust 
aX exemption but other 
ed plan (except capital 
if thé trust otherwise 
nption. 


aking contributions by 
» days after close of the 
extension of the filing 


pes of reorganizations, 
ler an option are to be 


ppropriate to variable 
with the whole section. 


Senate 


Eliminates changes made by House provision 
and restores prior law treatment of nonqualified 
plans. 


Eliminates House changes, restores prior law. 


Allows employers to deduct contributions to 
nonqualified plans established prior to January 
1, 1954, as the result of Government operation 
and seizure even if employees’ rights are for- 
feitable. 


House provision except for revisions in the 
type of terminations of plans through mergers 
so as to confer capital gains treatment only in 
situations resulting in total distributions in 
1954 on account of the termination of the plan 
as a result of the liquidation of the employer 
corporation prior to January 1, 1954. 


House provisions except that (1) the pro- 
vision is extended to stock bonus plans where 
the employer’s contribution is based on a per- 
centage of profits and (2) where an affiliated 
group of corporations actually file a consoli- 
dated return, they would not be required to 
divide deductions for contributions on behalf of 
a loss member in proportion to their respective 
profits. 


House provisions but extends the treatment 
to allow capital gains under same conditions as 
apply to a qualified domestic trust. 


House provision. 


1. Expands the House provision to include 
more types of reorganizations. 


2. Limits House provisions by redefining a 
variable price option as an option where value 
of the stock is the only variable. 


Conference 


Senate action. 


Senate action. 


Senate provision. 


House provision as modified by the Senate 
with minor changes in the type of terminations 
of plans through mergers so as to confer capital 
gains treatment as a result of the liquidation 
of the employer corporation prior to date of 
enactment. 


Senate provision. 


House provision as modified by Senate. 


House proy ision. 


1. House provision as modified by Senate. 


2. House provision as modified by Senate 
with further proviso that the value of stock 
can be taken into account only in a 6-month 
period including the date the option was exer- 
cised. 








Item 


Account ing periods and methods of 
accounting (sees. 441-482). 


‘Tax-exempt 
501-526). 


corporations 


(secs. 
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3. No restriction on exercise period of option. 


4. The modification, extension, or renewal of 
an option requires that the option price qualify 
under the highest value of the stock from the 
time of the issuance of the initial option to the 
time the new option is issued. 

5. The tax treatment of a restricted stock 
option exercised by an estate or beneficiary of 
an employee is uncertain, 


1. Many differences between rules for com- 
puting income for tax purposes and rules for 
computing income for business purposes under 
generally accepted accounting principles. Dif- 
ferences necessitate much administrative work 
and elaborate reconciliations. 


ferral of income beyond year of receipt and 
tend to delay beyond the appropriate year 
deductions for expenses and losses. 

3. Real property taxes generally are allow- 
able as deductions only on date when tax be- 
comes a legal liability by reason of lien. 

4. Transitional adjustments resulting from 
involuntary changes in accounting methods are 
the subject of conflicting court decisions, 


2. Tax rules generally do not permit the de- 


5. Certain income is double taxed when tax- 
payer changes from accrual to installment 
method of reporting income. 


1. Exempt pension trusts classified in sepa- 
rate section of code. 

2. Charitable, religious, educational, and cer- 
tain other nonprofit organizations are exempt 
from income tax if no part of the net earnings 
inures to any private shareholder or individual. 


3. Charitable, religious, aid educational or- 
ganizations may not be exempt if a substantial 
part of their activities is the carrying on of 
propaganda, or otherwise attempting to influ- 
ence legislation. 

4. Charitable, religious, and educational or- 
ganizations are exempt only if they are operated 
exclusively for such purposes. Organizations 
on the Attorney General’s list of subversive or- 
ganizations are deemed not to be entitled to 


exemption. 


House 


3. Options granted after De 
not be exercised over more 
period. 

4. Upon the modification, « 
newal of an option after Dee. ¢ 
value of the stock at that time ; 


5. Permits the estate or ber 
cise a restricted stock option. 


1. Would bring tax rules co 
and deductions into harmony | 
counting, thereby eliminating 
necessity for taxpayers to mai 
records. Provides realistic 
income for tax purposes in 
sound business practices. 

2. Permits accrual-basis tax 
port prepaid income as earned 
ditions to reserves for estimate 
related to the income of the ta 

3. Requires accrual-basis ta: 
real property taxes ratably ov 
which the tax is levied. 

4. Provides that necessary 
justments will be made in al 
counting method. 


5. Alleviates double taxation 
ing from a change from accrv 
method by providing a tax c 
in which income is included a 


1. Classifies exempt pension 
eral group of exempt organiza 
2. Continues prior law. 


3. Continues prior law. 


4. Continues prior law. 





1954 Code After Action by— 


2 


2 Esa nn nn ee annem Es 
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after Dec. 31, 1953, may 
r more than a 10-year 


‘ation, extension, or re- 
ar Dec. 31, 1953, only the 
at time governs. 


e or beneficiary to exer- 
yption. 


rules concerning income 
“mony with business ac- 
inating to a great extent 
s to maintain two sets of 
alistic computation of 
ses in conformity with 
eS. 

asis taxpayers to (a) re- 
s earned; (b) deduct ad- 
stimated future expenses 
f the taxable year. 

basis taxpayers to deduct 
tably over the period for 
\ 

cessary transitional ad- 
le in all changes of ac- 


taxation of income result- 
m accrual to installment 
a tax credit in the year 
luded a second time. 


pension trusts with gen- 
rganizations. 
aw. 


aw. 


aw. 


Senate 
3. Applies House provision to options 
granted after June 18, 1954. 
4. House provision made applicable only if 
the value of the stock has decreased 20 percent 
or more over the preceding 12-month period. 


5. House provision, but provides that a trans- 
fer of stock purchased by an estate under an 
option to heirs or beneficiaries will be deemed a 
disposition for purposes of taxing as ordinary 
income, gains under options issued at less than 
95 percent of value of stock. 


1. House provision. 


2. Makes 


clarifying 
amendments. 


only technical and 


3. Makes section on accrual of real property 
taxes elective. 


4. Bars transitional adjustments in future 
changes of accounting method with respect to 
errors made in years prior to years under the 
bill. 


5. House provision with technical revisions. 


1. House provision. 


2. Adds to list of exempt organizations non- 
profit organizations devoted to testing products 
for public safety. 


3. Prohibits exemption if the organizations 
participate in, or intervene in, any political 
‘ampaign on behalf of any candidate. 


4. Denies exemption to religious, charitable, 
and educational organizations which make a 
donation to a subversive organization or a sub- 
versive individual. Donations to an individual 
are not proscribed if made solely for certain 
charitable purposes. 


Conference 


3. House provision as modified by Senate 
(Con. Res. 263 changed this date to June 22. 
1954). 

4. Senate provision. 


5. House provision with Senate 


tions. 


modifiea- 


1. House provision. 


2. House provision with Senate modification. 


House provision with Senate modification. 


4. House provision with Senate modification. 


5. House provision with Senate modification. 


1. House provision. 


2. Senate provision. 


Senate provision. 


4. Continues prior law. 








Item 


Investment diversification for em- 
ployees’ trusts (sec. 505, House bill). 


Corporations improperly accumu- 
lating surplus (sees. 531- 


me 
ae 


37). 
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5. Charitable and certain educational organi- 
zations are not entitled to exemption if, after 
July 1, 1950, they engage in certain prohibited 
transactions such as lending money without 
adequate security and at less than reasonable 
rate of interest to substantial contributors (or 
certain other persons). Pension, profit-sharing, 
and stock-bonus plans are not subject to these 
provisions. 


6. Denies exemption to charitable and certain 
educational organizations if accumulations of 
income are unreasonable in amount or duration. 


7. Educational and charitable organizations, 
labor unions, and business leagues are required 
to pay income tax on unrelated business activi- 
ties and certain income from rental real estate 
leased for more than 5 years and carried with 
borrowed funds (Supplement U income). 
Where more than 50 percent of property 1s 
leased under short-term leases, tax on rentals 
does not apply, provided, no lessee occupies 
over 10 percent of the property on a long-term 


lease. 


Plans required to be for exclusive benefit of 
No requirement for diversification 


employees. 
of investments. 


1. Special tax (rates 2714 percent and 3814 
percent) imposed on retained earnings of any 
corporation formed or availed of for the pur- 
pose of avoiding the individual surtax on stock- 
holders by accumulations of earnings beyond 
the reasonable needs of the business, 








House 


5. Pension, profit-sharing, a 
trusts made subject to prohibit 
test for transactions after Marc 


6. Adds pension trusts to org 
ited by accumulation rule. 


7. (a) Makes pension trusts. 
lated business income-tax requil 
able years beginning after . 
(b) Amends lease rules to mak 
in sixth and succeeding years w 
not had a lease for more than 5 
pies property for more than 5) 
rule of a constructive long-ter 
years of occupancy is not appli 
ing whether for purposes of the. 
this section less than 50 percent 
is under long-term lease. 


Various restrictions on inves 
ample, investment of employees’ 
ties of any one company ma 
percent of the value of the trust 
than 10 percent of the voting po 
of the company. 


1. Provides an exemption fc 
tion which is publicly held (1 
shareholders and less than 10 ps 
any one family). 
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use 


ring, and stock-bonus 
prohibited transactions 
er March 1, 1954. 


s to organizations lim- 
le. 


| trusts subject to unre- 
x requirements for tax- 
after June 30, 1954. 
to make tax applicable 
years where tenant has 
2 than 5 years but occu- 
than 5 years. (c) The 
long-term lease after 5 
ot applied in determin- 
s of the exemption from 
percent of the property 


m investments, for ex- 
ployees’ trusts in securi- 
ny may not exceed 5 
he trust’s assets or more 
ting power of the stock 


ption for any corpora- 
held (more than 1,500 
an 10 percent owned by 


Senate 


5. House provision on tru except 
special rules are provided fo. 
employees’ trusts which were without 
adequate security and at less than reasonable 
rate of interest prior to March 1, 1954. Such 


that 
made by 


loans may not be continued beyond December 
31, 1955, if payable at demand or if renewed 
after March 1, 1954. If a specific date of re 


payment was fixed prior to March 1, 1954, the 
loan may continue to its due date or to December 
31. 1955, whichever is later. Adds agricultural 
research organizations to those organizations 
not subject to prohibited transactions rule. 

6. Deletes pension trusts from coverage of 
accumulation rule. Amends prior law to pro- 
vide that rule will not apply to income from 
property of a decedent dying before January 1, 
1951. which is transferred under his will to a 
trust created by such will. Also permits un 
limited accumulation for duration of lives of 
persons designated in the trust instrument plus 
21 years in the case of a trust created by will of 
u decedent dying after December 31, 1950, if 
will creating trust requires accumulation, 

ks (a) Adds section to make clear that pension 
trusts will not be subject to tax on rental in 
come where indebtedness for property rented 
was incurred before March 1, 1954, and prop- 
erty was leased before such date. Also, pro- 
vides that any indebtedness incurred after such 
date to improve such property as required by 
terms of lease made before such date shall not 
result in taxation. Where loans are made by 
one trust to another trust of the same employer 
to carry real estate, such borrowing will not be 
treated as indebtedness for purposes of the tax 
on rental income, unless the first trust incurs in 
debtedness to make the loan. 

(b) House provision. 

(c) Amends House bill to provide that in 
determining whether less than 50 percent of 
property is under long-term leases, if a lease of 
less than 5 years is renewed during the last half 
of its term, the unexpired portion of the first 
lease will not be added to the second to deter- 
mine whether or not the second lease is a long 
term lease. 


Eliminates House changes and restores prior 


law. 


l. Deletes House provision. 


a. 


tions. 


Conference 


House provision with Senate modifica- 


6. Senate provision. 


Hou e prov ision as modified by Senate. 


Senate provision. 


l. 


Senate action. 








Item 


Domestic personal holding com- 
panies (secs, 541-547, 565, and 6501 


(f)). 


1939 Code 


_2. Reasonable needs of the business not spe- 
cifically defined in statute. 


3. Burden of proof as to reasonableness is 
upon taxpayer, 


4. Only dividends paid during taxable year 
recognized in computing deduction for divi- 
dends paid. 


5. No specific earnings credit. 


6. ‘Tax applies to entire amounts of earnings 
retained if any part of the earnings exceed the 
reasonable needs of the business. 


1. Applies special tax of 75 to 85 percent on 
undistributed personal holding company in- 
come. 

2. A personal holding company is defined as 
a corporation which (a) receives 80 percent or 
more of its gross income from dividends, inter- 
est, or other investment income (70 percent in 
years following the year in which the 80-per- 
cent test is met) and (b) 50 percent of the stock 
of which is owned by 5 or less individuals (in- 
cluding their immediate families). 

3. Allows railroad corporations filing con- 
solidated returns to apply income test on a con- 
solidated basis. 


4. Treats as personal holding company in- 
come any income from rental of property to 
corporate stockholders owning 25 percent or 
more of its stock. 


5. Allows deduction of capital gains tax in 
determining income subject to personal holding 
company tax, although capital gains are ex- 
cluded from the personal holding company tax 
base. 

6. Gross income for purposes of applying the 
70 or 80 percent test is defined in general in the 
same manner as for the corporate income tax. 


7. Permits deficiency dividends with respect 
to prior years so as to eliminate personal hold- 
ing company tax. This procedure not avail- 
able in case of negligent failure by taxpayer to 
file personal holding company return. 

8. Provides for consent dividends, which 
allocate retained earnings to shareholders for 
tax purposes with their consent. 








House 


2. Redefines reasonable need 
to include “reasonably anticipa 
quirements. 

3. Shifts the burden of proo 
ment provided the taxpayer s 
statement of reasons for accum 


4. Makes allowance for the f 
and permits any dividends } 
months after the close of the ye 
credits against accumulated ea 

5. Provides a specific earnin 
first $30,000 of retained earning 
credit). 

6. Continues prior law. 


1. Continues prior law. 


2. (a) Applies a constant 80- 
holding company income test, it 
ent 80-70-percent test. 

(b) Retains present stock 
with changes to treat a tax-exen 
or charitable trust as an indi 
mining whether 50 percent of tl 
by 5 or less individuals. 

3. Extends right to apply inc 
solidated basis to any affiliated 
parent corporation received 80 
of its income for the 3 precedi 
from other members of the gr 
member of the group meets th 
personal holding company wit 
income outside the group. 

4, Excludes rental income fr 
if the company does not receiv 
holding company income amou 
cent or more of its gross income 


5. Disallows deduction of ca 
but continues deduction of capit 


6. Continues prior law. 


7. Streamlines deficiency « 
dure. Allows deficiency divid 
except where fraud is involved 


8. Eliminates consent divide’ 
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use 
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or the foreign tax credit 
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»f the year to be taken as 
lated earnings. 

c earnings credit of the 
earnings (not an annual 
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tax-exempt organization 
an individual in deter- 
ent of the stock is owned 


pply income test on con- 
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come from stockholders 
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income. 
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y dividends in any case 
nvolved. 


dividend provisions. 
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Senate 


2. House provision with te hanges. 


3. House provision with te al changes. 


t. House proy ision. 


os eredit to 


5. Increases the specific earnin 
S60.000, 

6. Provides that the penalty tax is to be im 
posed on only that portion oft t 
Ings deemed unreasonable. 


etained earn 


1. House provision. 


amend 


2. House 


ments. 


Lril aul 


provi lions WIT! rec 


3. Modified House proviso} by deleting re 
quirement as to income of parent corporation 
and by applying second test only where income 
from outside of group is 10 percent or more of 
total income. Also, in applying 10-percent test, 
dividends received by parent from a corporation 
it controls are to be ignored. 

4. House provision with an amendment pro- 
viding that rental income from persons other 
than shareholders is to be ignored in applying 
10 percent rule. Also, interest on reserve funds 
under Merchant Marine Act are not to be con- 
sidered personal holding company income. 

5. House provision with technical amend 
ments. 


6. Excludes from gross income ine applying 
the 80-percent test, income from real property 
on which there is debt secured by stock or secu 
rities held by company. 

7. House provision. 


8. Restores consent dividend provisions in 
simplified form. 





Conference 

2. House provision with Senate technical 
changes. 

o. House provision with Senate technical 
changes. 

}. House prov Ision. 

5. Senate provision. 

6. Senate provision. 

l. House provisiol 

2. House provision with Senate technical 


modifications. 


3. House provision with Senate modifications. 


{. House provision with Senate amendments. 


technical changes 


5. House 


made by Senate. 


provisio} with 


6. House provision. 


e House provision. 


Oo. Senate provision. 
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Item 


Foreign personal holding com- 
panies (secs. 551-557). 


Allowance of deduction for deple- 
tion (see. 611). 


Percentage depletion (sec. 613). 
Rates. 


J.51218——7 
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9. Treats income tax and personal holding 
company tax separately for purposes of filing re- 
turns, statute of limitations, and assessment. 


The undistributed income of such companies 
is included, as a dividend, in the income of the 
U. S. shareholders. A foreign personal hold- 
ing company is a foreign corporation with gen- 
erally the same tests as are provided for a domes- 
tic personal holding company except that the 
income tests are 50 and 60 percent in lieu of 70 
and 80 percent. 


Depletion allowances allowed with respect to 
mines and mineral deposits, but, by interpre- 
tation, depletion allowances denied with respect 
to minerals produced from mine residue such 
as dumps and tailings. 


Provides for percentage depletion allow- 
ances at varying rates of gross income from 
the property but not to exceed 50 percent of 
net income from the property : 

(a) 2714 percent—oil and gas wells. 

(b) 23 percent—sulfur. 

(c) 15 percent—metal mines, aplite, bauxite, 
fluorspar, flake graphite, vermiculite, beryl, 
garnet, feldspar, mica, tale (including pyro- 
phyllite), lepidolite, spodumene, barite, ball 
clay, sagger clay, china clay, phosphate rock, 
rock asphalt, trona, bentonite, gilsonite, thenar- 
dite, borax, fuller’s earth, tripoli, refractory and 
fire clay, quartzite, diatomaceous earth, metal- 
lurgical grade limestone, chemical grade lime- 
stone, and potash. 

(d) 10 percent—coal, asbestos, brucite, dolo- 
mite, magnesite, perlite, wollastonite, calcium 
carbonates, and magnesium carbonates. 

(e) 5 percent—sand, gravel, slate, stone (in 
cluding pumice and scoria), brick and tile clay, 
shale, oystershell, clamshell, granite, marble, 
sodium chloride, and, if from brine wells, 
calcium chloride, magnesium chloride, and 


bromine. 








House 


9. Integrates income tax and 
ing company tax, so that a sin, 
appropriate schedule will fulfi 
for both taxes. Provides 6-yea 
statute of limitations for person 
pany tax if corporation fails to 
sary personal holding company it 


No substantive change. 


Extends allowances for dep 
owners for extraction of ores or 
waste or residue accumulated fr 
Owners include successors in in 
free exchange. 


Provides the following rates: 
(a) 2714 percent—oil and ga: 
(b) 23 percent—sulfur, 

(c) 15 percent—ball clay, chi 
clay, chemical grade limestor 
cal grade limestone, metal mine 
slate, vermiculite, 

(d) 10 percent—asbestos, br 
nite, perlite, wollastonite, 

(e) 5 percent— 

(A) brick and tile clay, | 
marble, mollusk shells (incluc 
and oyster shells), peat, pumi 
shale, sodium chloride, stone ; 

(B) if from brine wells—bi 
chloride, and magnesium chlo 
(f) 15 percent—all other m 

that the percentage shall be 5 ] 
such other mineral when used 
as riprap, ballast, road materi: 
crete aggregates, dimension si 
tal stone, or for similar purpo 
“all other minerals” does not inc 

(A) soil, sod, dirt, turf, or 

(B) minerals from sea wa 
from sources which, by com: 
economic standards, are reg 
haustible. 
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Senate 


9. House provision. 


Foreign banking corporations are exempted 
from tax if Comptroller of Currency certifies 
that (except for a prohibition against receiving 
deposits as required by the foreign country’s 
laws) they meet the tests of national banks in 
the District of Columbia. 


House provision. Also provides rules for 
apportioning depletion deduction between an 
estate and the beneficiaries. 


Provides the following rates: 

(a) 2714 percent—oil and gas wells. 

(b) 23 percent— 

(1) sulfur and uranium; and 

(2) if from deposits in the United States— 
anorthosite (to the extent alumina and alumi- 
num compounds are extracted therefrom), as- 
bestos, bauxite, beryl, celestite. chromite, corun- 
dum, fluorspar, graphite, ilmenite, kyanite, 
mica, olivine, quartz crystals (radio grade), 
rutile, block steatite tale, and zircon, and ores of 
the following metals: antimony, bismuth, cad- 
mium, cobalt, columbium, lead, lithium, manga- 
nese, mercury, nickel, platinum and platinum 
group metals, tantalum, thorium, tin, titanium, 
tungsten, vanadium, and zinc. 

(c) 15 percent—ball clay, bentonite, china 
clay, sagger clay, metal mines (if subsection 
(b) (2) does not apply), rock asphalt, and 
vermiculite. 

(d) 10 percent—asbestos (if paragraph (b) 
(2) does not apply), brucite, coal, lignite, per- 
lite, sodium chloride, and wollastonite. 


(e) 5 percent— 
(1) brick and tile clay, gravel, mollusk 
shells (including clamshells and oyster- 


shells), peat, pumice, sand, scoria, shale, and 

stone, except stone used as dimension stone 

or ornamental stone; and 
(2) if from brine wells—bromine, calcium 
chloride, and magnesium chloride. 

(f) 15 per cent—all other minerals (includ- 
ing, but not limited to, aplite, barite, borax, 
calcium carbonates, refractory and fire clay, 
diatomaceous earth, dolomite, feldspar, fullers 


En naan SaaS 


Conference 


9. House provision. 


Modifies Senate provision to exempt foreign 
banks only if they are not formed or availed of 
to avoid tax. 


House provision with Senate modification. 


House provision as modified by Senate. 
| f 
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Item 


Ordinary treatment processes. 


Definition of property (sec. 614). 


Exploration expenditures (sec. 
615). 


Gain or loss in the case of timber 
(sees. 272 and 631). 


1939 Code 


Percentage rate of depletion is applied to 
gross income from the property, defined to mean 
the gross income not merely from the extraction 
of the minerals from the ground but also from 
certain ordinary treatment processes and speci- 
fied transportation. 


Contemplates that the depletion allowance 
shall be computed by properties but provides 
no definition of a property. 


Taxpayer may deduct in the current taxable 
year expenditures for mine exploration not in 
excess of $75,000, or may elect to defer any part 
of these expenditures to be deducted ratabl 
when mineral is sold. This privilege is avail- 
able only in any 4 years. 


Taxpayer who owns or has contract rights to 
cut timber may elect to treat the cutting of tim- 
ber as a sale or exchange. Similarly the tax- 
payer who owns timber may treat his receipts 
from its disposition as capital gain. 








House 


Adds new definitions of ordi 
processes in the case of tale and 1 


Provides a general rule that t 
erty” means each separate inte 
the taxpayer in each mineral ¢ 
separate tract or parcel of land 
would permit a taxpayer who 
operating mineral interests with 
unit to aggregate two or more o 
into one property for purposes 
depletion. 


Continues prior law. 


Retains prior law and specif 
expenses are to be regarded as 2 
taxpayer’s basis, thus reducing 
‘apital gain, and other expense 
ductible from ordinary income. 
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ineral deposit in each 
of land. Special rule 
rer who owns various 
sts within an operating 
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yurposes of percentage 


l specifies that certain 
ded as additions to the 
aducing the amount of 
expenses are to be de- 
income. 


Senate 
earth, garnet, gilsonite, granite, limestone, mag- 
nesite, magnesium carbonates, marble, phos- 
phate rock, potash, quartzite, slate, soapstone, 
stone used as dimension stone or ornamental 
stone, thenardite, tripoli, trona, and (if subsee- 
tion (b) (2) does not apply) baux: ite, beryl, 


flake graphite, fluorspar, lepidolite, mi Lica, spod- 
umene, and tale, including pyroph) yllite ), @x- 
cept that, unless sold on bid in competition with 
a mineral listed in (c), the percentage shall be 5 
percent for any suc +h other mineral when used. or 
sold for use, by the mine 01 wher or operator as 
riprap, ballast, road material, 1 bble, concrete 
aggregates, or for similar purposes. For pur- 
poses “of this paragraph, the term “all other 
minerals” does not include— 

(1) soil, sod, dirt, turf, water, or mosses; 

or 
(2) minerals from sea water, 
é 


the air, or 
similar inexhaustible sources. 


definitions 
for coal and 


adds n 


pre cesses 


House provision, but 
of ordinary treatment 
phosphate rock. 


In addition, provides that any aggregation of 
separate interests into one property for pur- 
poses of percentage depletion will also be effec- 
tive for cost depletion and for the determination 
of basis. The Secretary is authorized upon a 
showing of undue hardship permit a tax- 
payer owning two or more nonoperating inter- 
ests in a single tract or in contiguous tracts of 
land to aggregate them as one property. 
limitation to 


Raises the annual 


$100,000. 


$75,000 


Deletes House provision as to treatment of 
expenses, Provides that the disposal date of 
timber is the date of cutting or pa iyment, which- 
ever is earlier; that a sublessor may be treated 
as an owner; and that c apital gains treatment 
is extended to gains from the sale of evergreen 
trees more than 6 years old when severed “from 
the roots and sold for ornamental purposes. 


Conference 


House 


provision with Senate modification. 


House provision with Senate modification. 


Senate provision. 


Senate provision. 








rf 


pie ns 


Sh i afr 


oD ae Ba 


aah Wis Ste 


et 
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Item 


Gain or loss in the case of coal 
(sees. 272 and 631). 


Gain or loss from iron ore royalties 
(sec. 631 Bs 


Estates, trusts, beneficiaries and de- 
cedents. 

General rules for taxation of es- 
tates and trusts (secs. 641-643) 


Trusts which distribute current in- 
come only (sees. 651, 652). 


1939 Code 


Taxpayer who receives coal royalties treats 
receipts as capital gain, 


‘Taxed as ordinary income. 


Trusts and estates are treated as separate 
ts sities ing entities and the normal and surtaxes 
levied by chapter I upon individuals are im- 
posed on the net income of estates and on the 
net income of any kind of property held in trust. 

2. A trust is allowed a deduction for personal 
exemption in the amount of $100; an estate is 
allowed a deduction of $600. Other credits 
and deductions allowed to individuals are, in 
general, allowed to estates and trusts or their 
beneficiaries. 


A trust or estate is allowed an unlimited de- 
duction for charitable contributions where such 
amounts are paid or permanently set aside for 
charitable purposes or are to be used exclusively 
for charit hie purposes. 

1. Unused loss carryovers are lost when estate 
r trust terminates. 


Embodies the basic concept that estates and 
trusts, although separate entities, are only con- 
duits through which income flows to the bene- 
ficiary, e xcept where income is accumulated for 
future distribution. Also embodies a tracing 
requirement under which taxable distributions 
must be traced to trust income of the current 
year. 


Ordinary distributable trusts are allowed a 
deduction for the amount of income for the tax- 
able year which is to be distributed currently 
by the fiduciary to the beneficiary. The amount 
allow ed as a deduction must be included in the 
net income of the beneficiary whether dis- 


tributed or not. 








House 


Retains prior law and specifies 
expenses are to be regarded as ad 
taxpayer's basis, thus reducing t! 
capital gain, and other expenses 
ductible from ordinary incom 
treatment to include sublessor. 


Continues prior law. 


1. Continues prior law, except | 
income” is substituted for “Net in 


2. Continues prior law, except 
duction for personal exemption 1s 
instead of $100 in the case of a | 
required to distribute all of its inc« 
New dividends-received credit (sé 
apportioned between the fiduciary 
ficiaries in proportion to the div 
allocable to each. 

3. Continues prior law. 


4. Provides that upon termi! 
estate or trust any unused net « 
carryover, capital loss carryover, 
in excess of gross income will be n 
to the remaindermen succeeding t¢ 

Defines the term “distributab 
as the taxable income of the estat 
certain modifications. Concept o 
net income gives statutory exp! 
conduit theory. 


Generally follows prior law, | 
a separate subpart to deal with 
tributable trusts. Deductions to 
not exceed the distributable net 
trust for the taxable year. If d 
beneficiaries exceed the distrib 
come of the trust, each beneficiar’ 
on his proportionate share. 
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specifies that certain 
«l as additions to the 
lucing the amount of 
xpenses are to be de- 
: ‘ 
income. Extended 


‘Sssor. 


except that “Taxable 
“Net income.” 


, except that the de 
ption is raised to $300 
se of a trust which is 
f its income currently. 
redit (see. 54) is to be 
iduciary and the bene 
the dividend income 


1 termination of the 
od net operating loss 
‘ryover, or deductions 
will be made available 
ecing to the property. 
tributable net income” 
he estate or trust with 
mcept of distributable 
ry expression to the 


r law, but establishes 
ul with currently dis- 
tions to the trust can- 
ble net income of the 
r. If distributions to 
distributable net in- 
neficiary is taxed only 
e. 


Senate 


House provision with techni 


ges. 


Iextends capital oan treathie 
of iron ore royalties derived fro 
the United States. 


e¢ Iplents 
ction mn 


1. House provision. 


2. House provision with delet 
of dividends-received credit. 


illocation 


3. Continues prior law. 


t, Amends House provision limit the 
amount of deductions in excess of gross income 
which are made available to remaindermen to 
the deductions with certain exceptions allowable 
in the final taxable year of the estate or trust. 

5. House provision except for certain techni- 
cal changes in the treatment of capital gains 
and losses in definition of distributable net 
income. 


House provision. 


Conference 
House provision with Senate technical 
changes. 
Rejects sehate provision and thus continues 


prior law. 


1. House proy ision. 


Z. House provision. 


3. Continues prior law 
modified by Senate. 


t. House prov ision as 


House provision with senate modifications 


House provision. 








4‘ 
as 


ir AR Ant once ate 


ae ee sinh 


aan 


aie ea 


is Peet aie 


ee 


Item 


Kstates and trusts which may ac- 
cumulate income or which may dis- 
tribute corpus (secs. 661-663 ). 


Treatment of excess distributions 
by trusts (secs. 665-668). 


1939 Code 


1. Estates in process of administration and 
discretionary trusts are allowed a deduction in 
computing net income for the amount of the 
income of the estate or trust that is properly 
paid or credited during the taxable year to 
the beneficiary. The amount allowed as a 
deduction must be included in computing the 
income of the beneficiary, 

Provides for artificial allocations of income 
under the 65-day and 12-month rules. The 65- 
day rule provides, in general, that where the 
income of a trust for a period beginning prior 
to the beginning of the taxable year becomes 
payable within the first 65 days of the taxable 
year, then the distribution is deemed to have 
been made on the last day of the preceding tax- 
able year. Ifthe trust income for any period is 
distributable after the end of the taxable year in 
which received, then the fiduciary is allowed a 
deduction for as much of such income as was 
earned within the 12 months prior to the date 
of distributions, and the beneficiary is taxable 
on the income in the year of distribution. 

2. Excludes from taxation the value of prop- 
erty acquired by gift, bequest, devise, or inher- 
itance. If the gift or bequest is to be paid at 
intervals, then to the extent that it is paid or 
credited out of income of property it is not 
excluded. 


The 65-day and 12-month rules were designed 
to prevent certain tax avoidance devices, but 
these provisions do not fully prevent the shift- 
ing of the tax burden in part from a beneficiary 
to the trust even where the trust income is paid 
to the beneficiary in effect on an annual basis. 








House 


1. Adopts the general princip!| 
extent of the trust’s current incom 
ble net income) all distributions : 
by the estate or trust and taxabl 
ficiaries. This approach represe1 
parture from the general rule of } 
taxable distributions must be tra 
oome of the estate or trust for the 
and permits the elimination, with 
tions, of the complex 65-day a 
rules. Estates and trusts are all 
tion, and beneficiaries must inclu 
come, amounts distributed or requ 
tributed for the taxable year up 
of the distributable net income. 
provides that the income in the 
beneficiaries retains the same char 
in the hands of the trust. 


2. Continues prior law, but 
any amount paid or credited as : 
tion, except to the extent that it cc 
income of the estate or trust for th 


Provides that distributions by 
cess of its distributable net incon 
rent taxable year will be “thrown 
of the five preceding years and 
beneficiaries to the extent that th 
net income of those years was nc 
tributed. To prevent double t 
ficiaries receive a credit for any ta 
paid by the trust which are attri 
excess amounts thrown-back. Be 
cept for the fact that they repo: 
rently, are placed in the same po: 
trust made the distribution at t 
ceived the income. 
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principle that to the 
nt income (distributa- 
yutions are deductible 
l taxable to the bene- 
represents a basic de- 
rule of prior law that 
t be traced to the in- 
t for the current year 
yn, with certain excep- 
5-day and 12-month 
-are allowed a deduc- 
st include in their in- 
| or required to be dis- 
year up to the extent 
income. Specifically 
. in the hands of the 
me character as it had 


but also excludes 
ted as a final distribu- 
hat it consists of gross 
st for the taxable year 


ions by a trust in ex- 
et income for the cur- 
‘thrown-back” to each 
ars and taxed to the 
that the distributable 
} was not, in fact, dis- 
ouble taxation, bene- 
r any taxes previously 
ire attributable to the 
wk. Beneficiaries, ex- 
»y report income cur- 
ame position as if the 
on at the time it re- 


Senate 


House provision, except fi 
changes in the treatment of gifts, bequests, ete. ; 
charitable distributions; distribut in first 65 
days of taxable year; and separate shares, 


technical 


Revises and amends Houss fi plac by 
providing that the gift or bequest of a specific 
sum of money or specific property hi h, under 
the terms of the governing instrument, is paid or 
credited to a bene ficiary either in : : a sum 
or in not more than three etallmenia will be 
excluded. Adds new provision (sec. 663 (b)) 
to permit the fiduciary of certain existing trusts 
to elect to treat distributions within the first 65 
days of the taxable year of the trust as amounts 
which were paid or credited on the last day of 
the preceding taxable year. Adds new sub- 
section (663 (c)) which adopts a “separate 
share rule”. In the case of a trust having more 
than one beneficiary, if the share of one or more 
of the beneficiaries is to be treated under the 
trust instrument as a substantially separate 
and independent share (and is so administered 
by the fiduciary), then for purposes of deter- 
mining the amount of distributable net income 
available for allocation to the beneficiaries, 
such separate share is deemed a separate trust. 


Accepts the five-year throwback provisions 
as contained in the House bill. Amends the ex- 
clusion for distributions made for “mainte- 
nance, support or education of the beneficiary” 
so that the exception will apply only to amounts 
distributed to meet the “emergency needs” of a 
beneficiary. Adds two new exceptions: 

(a) excepts from the applic ation of the 
theowiask rule certain distributions required 
to be made under the terms of a trust in ex- 
istence prior to January 1, 1954, under which 
accumulated income is required to be dis- 
tributed at specified ages of at least four-year 
intervals. 


Conference 


House provision with Senate modifications. 


2. House provision with Senate modifications 


House provision as modified by Senate, with 
technical changes, and, in item (b), changing 


ten years to nine years. 








‘ 


ate yee} ns 


i 


"Se ee aa 


he Cogn eee 


Item 


Grantors and others treated as sub- 


stantial owners (secs. 671-678). 


Income in respect of a decedent 


(sec. 691). 


Partners and partnerships (secs. 


701-771). 


J. 51218——8 


1939 Code 


Specific statutory provisions tax the grantor 
on the income of a revocable trust (sec. 166, 
I. R. C.) and the income of a trust in 
which the income may be paid to the grantor, 
accumulated for his benefit or applied to the 
payment of insurance premiums on his life. 
(Sec. 167, I. R. C.) In addition, regulations 
(commonly known as the Clifford regulations) 
provide for taxing to the grantor under the gen- 
eral definition of income (sec. 22 (a)) the in- 
come of trusts in which the property will revert 
to the grantor at the end of a term of years, or 
trusts in which the grantor reserves certain pow- 
ers to determine beneficial enjoyment or retains 
certain important administrative powers. 


Income accrued solely by reason of the death 
of a decedent is taxable to the recipient at 
the time the income is received. ‘The recip- 
ient of the income receives a deduction for the 
estate tax attributable to the inclusion of the 
income item in the gross estate of the decedent, 
but does not acquire a new basis for this prop- 
erty as of the date of death of the decedent. 
Gain on uncollected installment obligations is 
treated as realized on the death of the decedent. 


1. Inadequate statutory treatment. Regula- 
tions, rulings and court decisions are incom- 
plete and frequently contradictory. Partners 
unable to form, operate or dissolve a business 
with any assurance as to tax consequences. 
Considerable confusion as to whether a partner- 
ship is an entity apart from the partners, or 
merely an aggregate of individual interests. 








House 


Excludes from the application ¢ 
back rule distributions exceeding 
net income by less than $2,000, 
representing accumulations during 
of the beneficiary, and distribut 
maintenance, support or educatior 
ficiary. 


Gives statutory expression to t 
erning the taxation of income fro’ 
ing within the purview of the Cl 
tions, as well as those trusts coy 
tions 166 and 167 of the 1939 Co 
contains all the provisions for t 
grantor the income of a trust s 
grounds of his dominion or con 
trust. In general, accepts the po 
embodied in prior law (including 
regulations) as the basis for the ta 
area, 

With respect to short-term 
trusts, a grantor is taxable on the | 
reversionary interest may take eff 
years; except that if the income i 
payable for certain specified ch: 
purposes, the prohibited reversion 
Z years. 


Continues prior law with ce 
ments. First, the principle is app 
sive decedents by providing tha 
income received from a decedent, : 
cedent, is includible in the income 
ent with an offsetting deduction f 
tax attributable to such property. 
bill makes installment obligations 
come in respect of a decedent. Th 
ment provided for income in resp 
dent is extended to several forms « 
presently covered, including the v 
ercised restricted stock options. 


1. A partnership is to be regar 
duit through which income and ] 
transferred directly to partners. 
fecting taxable income, except fo: 
credit, are to be made at the part: 


2. Basis of partner’s interest is 
mined in accordance with prior 
adding his initial contribution to 
partnership income and subtract 
tions by the partnership. 
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cation of this throw- 
ceeding distributable 
$2,000, distributions 
s during the minority 
listributions for the 
ducation of the bene- 


ion to the rules gov- 
ome from trusts fall- 
‘the Clifford regula- 
usts covered by sec- 
1939 Code. Subpart 
is for taxing to the 
trust solely on the 
or control over the 
; the policy decisions 
cluding the Clifford 
wr the tax rules in this 


t-term reversionary 
on the income, if the 
take effect within 10 
ncome is irrevocably 
ified charitable, ete., 
eversionary period is 


vith certain amend- 
e is applied to succes- 
ing that a right to 
cedent, or a prior de- 
income of the recipi- 
uction for any estate 
operty. Second, the 
igations items of in- 
nt. Third, the treat- 
in respect of a dece- 
forms of income not 
ng the value of unex- 
ions. 


regarded as a con- 
1e and loss items are 
‘tners. Elections af- 
ccept for foreign tax 
he partnership level. 


terest is to be deter- 
h prior practice by 
ution to his share of 
subtracting distribu- 


Senate 


(b) excludes amounts distributed to a bene 
ficiary as a final distribution of the trust where 
such distribution does not occur within the 
ten years following the last transfer of prop- 
erty to the trust. 


House provisions except for certain technical 


amendments. 


House provisions but adds a new subsection 
which treats portions of certain amounts re- 
ceived by a surviving annuitant of a joint and 
survivor annuity, for purposes of the deduction 
for estate tax, as though they were amounts of 
gross income in respect of a decedent. 


1. Substantially the same as House provision. 


2. In addition to House provision, an alter- 
native and simplified method of determining 
basis of an interest is provided. A partner 
may compute his basis by reference to his share 
of the total partnership basis. 


Conference 


House provision with Senate modifications. 


House provision with Senate addition. 


1. House provision with minor changes made 


by Senate. 


2. House provision with Senate addition. 








Item 


1939 Code 








House 
3. Partnerships are not to — 
to a fiscal year except for valid 
sons. Partnership year is not to 
son of termination of an interest « 
of new partner. 


4. Transactions between partne! 
nership to be treated as though — 
ship were an entity dealing with 
Special rules provided for sales 
to the partnership where the part 
has a 50 percent or more interest in 

5, Contributions by a partner to 
ship are not to involve gain or lo: 
the contributed asset is carried ove 
quent depreciation or gain or loss 
the partners in their regular pre 
ratio. 

6. Property distributed by a ps 
to have, in general, the same basi 
tributee as it had in the hands of 
ship. Money and property distrib 
duce the partner’s capital interest 
tributions in excess of the basis of 
are to be taxed as capital gain. C 
recognized where the basis of the 
ceeds the partnership basis for p 
tributed in a complete liquidatio 
terest. 


7. The sale of an interest in a 
generally is to result in capital gain 
to the extent that a partner recei 
for his share of (a) unrealized r 
(b) substantially appreciated or 
inventory, ordinary income is to 

8. Upon disposition of the inter 
ner, the partnership may elect t 
basis of partnership assets to refle 
ence between the market value anc 
interest disposed of. The adjustec 
assets is to apply to all the partne 
an election Once made is irrevocab! 

. Payments made to a retiring 
to his estate) are to be separated 11 
representing the purchase of his 
(b) those in excess thereof. As 
ments classified under (b) above, 
partner is to be considered for 5 
ceiving a share of partnership in 
payments after 5 years are to k 
gifts and are not excludible fron 
income of the surviving partners. 
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to adopt or change 
- valid Putas rea- 
/not to end by rea- 
nterest or admission 


partners and part- 
hough the partner- 
ig with an outsider. 
r sales of property 
he partner involved 
erest in the firm. 
rtner to the partner- 
in or loss. Basis of 
ried over and subse- 
or loss is shared by 
ular profit and loss 


by a partnership is 
me basis to the dis- 
inds of the partner- 
y distributed will re- 
interest and any dis- 
basis of that interest 
ain. Capital loss is 
; of the interest ex- 
is for property dis- 
juidation of an in- 


‘st in a partnership 
ital gain. However, 
er receives payment 
lized receivables or 
ated or depreciated 
1e is to be realized. 
ne interest of a part- 
elect to adjust the 
to reflect the differ- 
ilue and basis of the 
adjusted basis of the 
e partners, and such 
revocable. 
retiring partner (or 
irated into (a) those 
of his interest and 
of. As to the pay- 
) above, the retiring 
d for 5 years as re- 
rship income. Such 
ire to be considered 
dle from the taxable 
artners 


Senate 
3. Permits partners or part erships to 
change to or adopt any year they choose so 
long as both the princip: al partners (those own- 
ing an interest of 5 percent or more) and the 
partnership change to or adopt the same year. 
Exceptions are to be permitted for valid hee 
ness reasons. 

4. Sales of property to partnership will be 
subject to same rules as in case of ae of prop- 
erty to a corporation by the stockholders. 80- 
percent rule applied to gains, 50-percent rule 
to losses. 


Provides an alternate rule in the case of 
contributed property which will permit basis 
of such property, subsequent de prec ition, and 
gain or loss to be allocated among the partners 
in any manner to which they ag 


et 


Distinguishes between (a) distributions in 
liquidation of an interest and (b) nonliquidat- 
ing distributions. In the case . hq 
distributions, provides that the distributee will 
substitute for the basis of the prope rty in the 
hands of the partnership, the basis he had for 
his partnership interest. Bases for receivables 
and inventory, however, are to be carried over. 
Retains House rules for nonliquidating distri- 
butions, except that the basis carried over for 
distributed property is not to exceed the part- 
ner’s basis for his interest in the firm. Part- 
nership may make an adjustment basis of 
remaining assets where partner may not retain 
all of partnership basis for property. 

7. Removes payments for substantially de- 
preciated inventory from category requiring 
ordinary income treatment. Revises definition 
of “substantial appreciation.” Simplifies rules 
applicable to purchaser of interest 


8. Limits the adjustment to basis of assets 
resulting from a disposition of an interest to 
the transferee partner alone. Permits the elec- 
tion with respect to this adjustment to be re- 
voked upon a showing of cause by taxpayer. 


Removes the 5- year restriction with respect 
to eyaaee to a retiring partner (or to his 
estate) in excess of his capital interest. Pro- 
vides that amounts paid for receivables and 
goodwill (unless the partnership agreement 
provides otherwise) are to be treated as a dis- 
tributive share of partnership income by the 
retired partner. 


Conference 


3. Senate provision with technical modifica- 
tions. 


4. Senate provision. 


5. House 


provision with Senate alternative. 


6. Senate provision with technical modifica- 
tions. 


House provision as modified by Senate 


with technical changes. 


8. House provision as modified Senate 


with technical changes. 


House provision as modified by Senate. 








Item 


Life insurance companies (secs. 
801-807). 


Regulated investment 


companies 
(secs. 851-855). 


Nonresident alien individuals and 


foreign corporations (secs, 871-884). 


1939 Code 


Life-insurance companies taxed under tem- 
porary provisions through 1953, applying 614- 
percent tax on net investment income (334 per- 
cent on first $200,000) . This reverts auto- 
matically to 1942 formula in 1954 and later 
years. 

1. Regulated investment companies meeting 
specified requirements as to asset diversifica- 
tion, capital structure, source of income, and 
operations, and which distribute at least 90 
percent of their ordinary income are treated as 
“conduits” and taxed only on their undistributed 
income. At least 90 percent of their gross in- 
come must be derived from dividends, interest, 
or gain from sale of stock or securities. The 
diversification tests require that at least 50 
percent of the company’s portfolio consist of 
holdings, no one of which exceeds 10 percent of 
the voting securities of the issuer or 5 percent 
of the value of the assets of the regulated in- 
vestment company. The tests also require that 
not more than 25 percent of the value of its 
total assets be invested in any one company or 
group of associated companies. Capital gains 
distributed by the company may be identified 
as capital-gain dividends, subject to capital gain 
treatment in hands of shareholders. 

2. In the case of certain venture capital com- 
panies principally engaged in furnishing capi- 
tal to development corporations, exploiting new 
inventions, products, or processes, the asset di- 
versification requirements are relaxed so that 
the company may hold more than 10 percent of 
the outstanding voting securities of a single 
issuer for as long as 10 years. 

3. Shareholders denied benefits of foreign 
tax credit available to investment company. 


4. Shareholders may claim dividends-re- 
ceived credit even though dividends paid by 
investment company are paid out of interest 
income and dividends from foreign corpora- 
tions. 


1. Nonresident alien individuals and foreign 
corporations, not engaged in trade or business 
in the United States, are taxed on annual or 
periodical income from domestic sources. 


Such individuals are also taxable on capital 
vains, if they are present in the United States 
os s : 
during the taxable year. 








House 


10. Changes generally are made ¢ 
taxable years beginning after De 
1953. 


Provides continuance of tempor 
surance company tax provisions for 


1, Continues prior law. 


2. Continues prior law. 


3. Allows the pass-through to s 
of the foreign tax credit where m 
percent of the company’s investm 
foreign securities. 

4. Where interest represents m«¢ 
percent of a regulated investment 
income the intercorporate and indi 
dends deduction or credit is to be ay 
with respect to the portion of it 
which represent interest received | 
pany. 


1. Enlarges the tax base to inch 
considered to be gains from the 
change of capital assets, as if they 
or periodical income. 
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made effective for 
fter December 31, 


temporary life-in- 
ions for 1954. 


igh to shareholders 
vhere more than 50 
investments are 1n 


ents more than 25 
vestment company’s 
ind individual divi- 
to be available only 
m of its dividends 
ceived by the com- 


to include amounts 
om the sale or ex- 
if they were annual 


Senate 


Makes new provisions ppl cable for 
years beginning after December 31, 1954, except 
for the provision relating to the’ adoption of 
taxable years effective April 1, 1954 
other loophole-closing 
March 9, 1954. 


4, and certain 
provisions effective 


House proy ision 


technical 
amendments. 


with minor 


1. Continues prior law. 


2. Further liberalizes the diversification re- 
quirements for venture capital companies so 
that the existing test to the effect that not more 
than 5 percent of the value of an investment 
company’s assets may be invested in a single 
development company need be met only on the 
basis of cost at the time of the investment. 


House provision. 


4. House provision, but restricts availability 
of dividends-received credit or exclusion to 
shareholders by denying credit or exclusion 
with respect to ‘dividends derived from foreign 
corpor: itions. 


Restricts expansion of the tax base pro- 
vided for in the House bill to gains covered by 
sections 402 (a) (2), section 631 (b) and (c), 
and section 1235 which are considered to be 
gains from the sale or exchange of capital assets. 
These sections refer to certain lump-sum dis- 
tributions from a qualified pension trust, certain 
gains from the disposal of timber, coal and i iron, 
and certain gains from the transfer of an inter- 
est in a patent. 


Conference 


10. Senate provision with two modifications: 
(a) Provisions dealing with nonliquidating dis- 
tributions are made effective on an optional 
basis for taxable years beginning after Decem- 
ber 31, 1953, and before January 1, 1955; and 
(b) the rules relating to the continuation of a 
partnership are mi ide applicable after April 1, 
1954, in applying the taxable year provision. 

House provision, without Senate technical 
amendments. 


1. Continues prior law. 


2. Senate provision. 


House provision. 


4. House provision. 


House provision as modified by Senate with 
further technical changes. 





Item 


Foreign tax credit (sec. 901). 


Royalty payments treated as divi- 
dends in certain cases (sec. 902 (d)). 


Limitation on foreign tax credit 
(sec. 904). 


Exclusion of earned income from 
sources outside the United States 
(sec. 911). 


Western Hemisphere trade corpo- 
rations (sec. 921). 


1939 Code 


2. A nonresident alien employee of a foreign 
firm may work in the United States for his 
employer without being subject to tax on his 
earnings while in the United States if he is here 
no more than 90 days and earns no more than 
$3,000 in that period. If the foreign employer 
is a branch of an American corporation the ex- 
emption does not apply. 


A credit against income tax is allowed for 
income and profits taxes paid or accrued to a 
foreign country or a United States possession, 
including taxes imposed in lieu of an income 
or profits tax. 


No provision. 


The credit for foreign income taxes is subject 
to two limitations: (1) Under the per country 
limitation, the amount allowed as a credit for 
taxes paid to any one country may not exceed 
that proportion of the taxpayer’s United States 
tax lability which his income from that coun- 
try bears to his total income. (2) Under the 
over-all limitation the credit allowed for the 
aggregate foreign income taxes paid may not 
exceed that proportion of the taxpayer’s United 
States tax lability which his income from all 
sources outside the United States bears to his 
total income. 


An individual who is engaged in business 
abroad in an enterprise in which capital and 
personal services are materia] income-produc- 
ing factors may claim a maximum of 20 percent 
of his share of the earnings of the business as 
earned income, which may be eligible for exemp- 
tion from tax. 


To qualify as a Western Hemisphere trade 
corporation and thus receive a 14-percent tax- 
rate reduction, a domestic corporation must, 
among other requirements, do all its business 
in the Western Hemisphere. It has been feared 
that this disqualifies a firm making incidental 
purchases outside the Western Hemisphere. 








House 


2. Applies the exemption accorde 
90-day, $3,000 rule to nonresident 
ployed by a foreign branch of a di 
poration. 


Allows credit for a “principal t: 
accrued to the national government : 
country or a United States posse: 
alternative to the credit for incom 
posed by such national government. 
the credit allowed under prior la 
imposed in lieu of an income tax. 


Provides that, under certain ci 
where a foreign subsidiary, wholly 
(lomestic corporation, makes a pay 
parent of property in return for 
property furnished by the parent 
of dividends, then a portion of su 
is to be treated as a distribution. 


Removes the over-all limitation 
additional limitation, however, to t 
of the 14-percent tax rate reduct 
corporations on certain business i 
foreign countries. 


Increases the maximum percent 
tion from 20 to 30 percent. 


Adds a provision to indicate tha 
purchases outside the Western He: 
not disqualify a corporation othe 
fied for Western Hemisphere tax tr 
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‘tain circumstances 
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parent and in lieu 
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ition. 


nitation. Adds an 
ver, to take account 
reduction allowed 
siness income from 


percentage limita- 


cate that incidental 
Lar 1c 

‘ern Hemisphere do 
on otherwise quali- 
re tax treatment. 


Senate 


2. House provision. 


Strikes out provisions of the House bill and 
retains prior law. 


House provision, but specifies that the 
amount of the distribution shall be determined 
by reference to the fair market value of the 
property transferred from the foreign sub- 
sidiary to the domestic parent. 


House provision, but strikes out the addi- 
tional limitation to conform with its action in 
striking the 14-percent rate reduction from the 


bill. 


House provision. 


House provision, but makes clear that the 
change is not intended to prejudice the inter- 
pretation of existing law. 


Conference 


2. House provision. 


Senate action. 


House provision with Senate modifications. 


House provision with Senate modification. 


House provision. 


House provision with Senate clarification. 





Item 


14 percent tax reduction on busi- 
ness income from foreign sources 
(sec. 923, House bill). 


Special deduction of China Trade 
Act corporations (sec. 941). 


Deferral of tax on income from 
foreign branch corporations (secs. 
951-958, House bill). 


Basis of property acquired from a 
decedent (sec. 1014). 


J. 512189 


1939 Code 


Business income derived from foreign 
sources is generally subject to tax in the same 
way as income from domestic sources except in 
some instances, such as Western Hemisphere 
trade corporations which receive a credit equiv- 
alent to a rate reduction of 14 percentage 
points. 


1. China Trade Act corporations are allowed 
a credit against net income equivalent to that 
proportion of net income derived from sources 
within China which the par value of stock 
owned by (a) persons resident in China, the 
United States, or possessions of the United 
States, and (b) individuals who are citizens of 
the United States or China, wherever resident, 
bears to the par value of all the stock of the 
corporation. Such credit is conditioned upon 
the declaration of a special dividend equivalent 
to the tax savings resulting from the credit 
against net income. 

2. Residents of China may exclude from gross 
income dividends received from China Trade 
Act corporations. 


No provision. 


Property transferred at death generally re- 
ceives a “stepped-up” basis; but this new basis 
is not available with respect to property 1n- 
cluded in the estate on account of constituting 
(a) a transfer in contemplation of death, (b) 
an acquisition by a surviving joint tenant or 








House 


Allows a 14-percent rate red 
domestic corporation deriving forei 
the form of (1) fees for scientific, t 
engineering services abroad, (2) d 
interest received from a foreign 
engaged in the active conduct of a t 
ness abroad, with which it has close 
stock ownership or otherwise, and 
derived through a foreign brancl 
the active conduct of a trade or bus 
and electing to postpone the reali 
come until brought home. 


1. Changes the credit against net 
special deduction determined as w 
law, except that in computing the a 
deduction the shares of stock owne 
resident in Formosa is substitutec 
resident in China and the stock « 
citizens of China wherever resid 
nated as a factor in the formula. 


2. “Resident of Formosa” repla 
of China.” 


Grants domestic corporations t 
defer tax on the profits of a bran 
abroad until such time as the profi 
ted to the United States. This is s 
treatment accorded to profits det 
through a foreign subsidiary cor] 
profits of which are not taxed to 
parent until they are declared as d 
the option to defer tax on the ince 
eign branch is exercised, a separa 
counts would be maintained for the 
transactions between it and the h 
between it and another elected brat 
treated for tax purposes as if they 
actions between two separate el 
business conducted by the branch w 
meet the same tests concerning th 
duct of a trade or business as thos 
for purposes of the 14-percent ra 
on foreign income. 


Provides a new basis at death for 
includible in the decedent’s estate f 
purposes except (a) income in | 
decedent, including unexercised res 
option and (b) the interest element 
the survivor’s interest in a joint ¢ 
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red as dividends. If 
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ted branch would be 
; if they were trans- 
irate entities. The 
ranch would have to 
ning the active con- 
as those established 
recent rate reduction 


eath for all property 
estate for estate tax 
me in respect of a 
cised restricted stock 
element contained in 
1 joint and survivor 


Senate 


Eliminates the provisions of the House bill. 


1. Retains House provision except that resi- 
dents of Hong Kong are added to those of 
Formosa for purposes of determining the 
amount of the special deduction. In addition, 
the amount of the deduction is based upon tax- 
able income derived from sources within For- 
mosa and Hong Kong instead of within China 
as under prior law and the House provision. 


2. Retains House provision but adds “resi- 
dent of Hong Kong.” 


Eliminates House provision. 


Accepts House provision and provides in the 
case of inter vivos transfers, that the transferee 
takes the date-of-death (or alternative date) 
value for property, reduced for depreciation, 
depletion, and amortization deducted between 
the date of gift and the date of death. Specifi- 


Conference 


Senate action. 


1. House provision with Senate modifications. 


. 


2. House provision with Senate medification. 


Senate action. 


House provision with Senate modifications. 





Item 


Depreciation sustained while prop- 
erty 1s used by a tax-free organiza- 
tion (sec. 1016). 


Sale of an annuity contract (sec. 
1021). 


Exchange of stock for 
(sec. 1032). 


property 


Involuntary 
1033). 


conversions (sec. 


Sale or exchange of a residence 
(sec. 1034). 


1939 Code 


tenant by the entirety, or (c) a reserved income 
transfer. 


Where a tax-exempt organization which has 
held property for a number of years, becomes 
taxable (e. g., by applic ation of the unrelated 
business income tax in 1950), it is unclear what 
basis the property should have for purposes of 
computing depreciation in taxable years. 


Provides no special rules regarding gain or 
loss on the sale of an annuity contract. 


Corporation may have gain or loss recognized 
when dealing in own stock as it would in the 
stock of another. 


. Gain from the involuntary conversion of 
Tao property may be post poned where the 
proceeds are reinvested in similar property 
within one year, which period may be individ- 
ually extended by the Commissioner (Sec, 112 
(f)). Not applicable to personal residences. 


. The immediate recognition of a capital 
gain on the sale of a taxpayer's principal resi- 
dence (including an involuntary conversion) is 
post poned, provided the proc eeds are used to 
acquire a new residence. Gain is recognized 
only to the extent that the selling price ‘of the 
old’ residence exceeds the cost of the new. 

The selling price may not be reduced by 
ie expenses. 


. Members of the Armed Forces are allowed 
a ioe iod of 4 years, but not later than January 
1, 1954, in which they may — hase a new resi- 
dence after the old one has 


een sold. 








House 


annuity. However, if either exce 
ported for income tax, a credit is 
estate tax paid (as a substitute fe 
at death). 


Provides that the basis of such 
original cost reduced for depreciati 
tent sustained, during any period 
when the property was held by the ¢ 
not subject to income tax. 


Under the new rule for taxing an 
possible that an annuitant might : 
tract after having recovered tax-fre 
the original cost of the property. 
possibility of a “negative basis,” 
provides that basis cannot be rec 
zero, 


Provides that no gain or loss w) 
nized when stock (whether or n 
stock) is exchanged for mone} 
property. 


Extends application of the sect 
the involuntary conversions of pe 
dences, so that homeowners may 
longer replacement periods. 


The section is no longer appli 
indigenes conversion of | personal 
in such cases the regular involunt 
sion provisions will ‘be applicable, 
give an opportunity to such hon 
obtain a longer replacement period. 


2. Provides that, for purposes of 
gain, the sale price may be reduce 
expenses and “fixing up” expens 
within a 90-day period prior to the 
sale. 

3. Eliminates the cutoff date on — 
ment period for the Armed Forces. 
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might sell his con- 
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‘loss will be recog- 
er or not treasury 
money or other 


the section to cover 
s of personal resi- 
rs may apply for 


er applicable to the 
yersonal residences: 
nvoluntary conver- 
plicable, which will 
ich homeowners to 
, period. 


poses of recognizing 
reduced by selling 
expenses incurred 
r to the contract of 


late on the replace- 
Forces. 


Senate 


cally includes property subject to a power of 
appointment exercisable by a decedent at the 
time of his death. 


House provision. 


House provision. 


House provision. 


1. House provision. 


2. Adds new provision that where a person 
has land holdings in excess of the maximum 
allowable under reclamation projects, the sale 
of such excess land is to be treated as an in- 
voluntary conversion. 

3. Adds new provision that where livestock 
are destroyed by disease, or sold or exchanged 
because of disease, such destruction or sale is to 
be treated as involuntary conversions. 


1. House provision. 


2. House provision. 


>] 


3. House provision. 


Conference 


House provision. 


House provision. 


House provision. 


1. House provision. 


2. Senate provision. 


3. Senate provision with amendment to in- 
clude livestock destroyed because of disease. 


1. House provision. 


~ 


2. House provision. 


9 


3. House provision. 





Item 


Mortgage foreclosures (sec. 1035, 


House bill). 


Exchanges of insurance 


policies 
(sec. 1035). 


Stock for stock of same corporation 
(sec. 1036). 


Definition of 
1221). 


vapital asset (sec. 


Holding period of the property 
(sec. 1223). 


Bonds and other evidences of in- 
debtedness (sec. 1232). 


1939 Code 


A foreclosure istreated asasale. The credi- 
tor is entitled to a bad-debt deduction in the 
amount of the difference between the bid price 
and the amount of the debt, provided such dif- 
ference is otherwise uncollectible from the 
debtor. Simultaneously, he realizes a loss or 
gain measured by the difference between the 
bid price and the fair market price of the prop- 
erty foreclosed. The tax treatment of similar 
transactions 1c, @., voluntarv conveyances, re- 
possessions on conditional sales, etc.) varies con- 
siderably, but in general a loss is recognized at 
the time of foreclosure based on the fair market 
value of the property. 


Where one insurance policy is exchanged for 
another, the excess of the value of the policy 
received over the premiums paid for the ex- 
changed policy is taxable. 


Under section 112 (b) (2), an exchange of 
common stock for common, or preferred for 
preferred, in the same corporation is not con- 
sidered a taxable exchange. 


1. An accrual basis taxpayer is required to 
take into income the value of an account or note 
receivable acquired on the sale of services, in- 
ventory or stock in trade, or in connection with 
the rendering of services. Since such accounts 
or notes constitute capital assets unless the tax- 
payer is dealing in them, he receives a capital 
loss if he sells them for less than he previously 
took into income. 

2, Certain Government bonds with a life of 
less than 1 year and not bearing interest are 
excluded from capital asset category. 


1. In determining long or short-term capital 
gains or losses, the holding period of an asset 
given up in a tax-free exchange is added to the 
iolding period of the asset acquired. 

2. If a taxpayer holding a commodity futures 
contract accepts delivery of the commodities, 
his holding period of the commodity starts as of 
the date of delivery, although if he had held the 
contract itself for more than six months, and 
then sold it, he would have had a long-term 
capital gain or loss. 


i 
] 


1. Gain realized from a corporate or gov- 
ernment bond in registered form or with 
coupons attached is capital gain if bond (if a 
sapital asset) is sold, exchanged, or held on 
retirement. Gain on retirement of non-coupon, 
non-registered bonds is ordinary income. 








House 


Provides that all foreclosures | 
property held as security for a d 
as tax-free exchanges, with the ¢ 
over the property with the basis o 
Gain or loss to the creditor 
for tax purposes until the forec 
is eventually disposed of. 


ness, 


Allows tax-free exchange of : A 
another life policy or endowment 
endowment policy for another 
annuity; and an annuity for an 
contract received by the taxpaye 
basis of the contract exchange: 
ment for other payments accc 
transfer. 


In connection with the new « 
ganization provisions, omits. sé 


(2). 


1. Elimmates such accounts f 
tion of a capital asset, thereby ] 
nary loss or income treatment 
account or note is sold or exch: 
equivalent to the treatment ap 
account or note is held until m: 


2. Removes this specific excep 
ital asset category with respect 
issued after December 31, 1954. 


1. Permits the “tacking on” 
ing periods only where the asse 
capital asset. 


2. Provides that delivery of 
futures contract does not start 
period but continues the old. 


1. In case of bonds issued at 
1955, capital gain treatment o 
extended to non-coupon, non-r 
(if capital assets). 
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ssued after January 1, 
ment on retirement 1s 
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Senate 


Restores prior law. 


Restricts tax free exchange of endowment 
policies to cases where policy received has no 
later maturity. 


Restores section 112 (b) (2) in: 
with general revision of the 
organization changes. 


onformity 
corporate re- 


1. House provision with technical 
ments, 


amend- 


2. Restores prior law. 


1. House provision but provides further that 
the asset given up may be a depreciable asset 
used in trade or business. 


2. House provision. 


1. House provision with technical amend- 
ments. 


Conference 


Senate action. 


House provision with Senate modification. 


Senate provision. 


1. House provision with technical amend- 
ments made by Senate. 


2. Senate action. 


1. House provision with Senate amendment 


on depreciable asset used in trade or business. 


2. House provision. 


1. House provision with technical amend- 
ments made by Senate. 





Item 


Short sales (sec. 1233 


Options to buy or sell (sec. 1234). 


Sale or exchange of patents by the 
inventor (sec. 1235). 


1939 Code 


ON AP) | 1 

9. Nonregistered bonds may be put im regis- 
tered form at any time prior to retirement in 
order to obtain capital gain treatment on retire- 
ment. 


_ 8. Itis uncertain whether the interest element 
in bonds originally issued at a discount consti- 
tutes ordinary income or capital gain on sale, 
exchange, or retirement of the bond. 


4. An “artificial” discount in the hands of 
the purchaser can be created by selling a bond 
with a number of coupons detached, thereby 
depressing the price of the bond until the period 
to which the coupons relate has expired. If 
the bond is sold at the conclusion of such period, 
it is arguable that the gain is capital gain. 

1. A short sale always results in a capital gain 
or loss. Therefore, a dealer in commodities or 
securities can obtain long-term capital gains 
treatment by selling his stock in trade short 
rather than by selling it outrig|it. 

2. Any period in which a taxpayer is both 
long and short with respect to substantially the 
same investment does not count as part of the 
holding period. A short sale is defined to in- 
clude a “put” (an option to sell an asset at a 
fixed price) for this purpose. 


If an option is sold, the holder (unless a 
dealer in options) realizes long- or short-term 
gain or loss depending on how long he holds the 
option. In the case of failure to exercise an 
option, the holder always realizes a short-term 
capital loss and the grantor a short-term capital 


gain. 


Amateur, as distinct from professional, in- 
vestors obtain capital gains treatment on pro- 
ceeds of the sale of a patent or invention. 
Present law unclear with respect to whether 
a transaction providing for royalty payments 
represents a sale or exchange and, therefore, 
whether capital gains treatment or ordinary in- 
come treatment is applicable to proceeds of 
such sales. 





House 


2. With respect to bonds issu 
uary 1, 1955, provides that non-r 
must have been converted pric 
1954, in order to get capital gai 
retirement. 

3. Provides, with respect t 
after January 1, 1955, new treat 
recovery of original issue disco 
ordinary income. If a discour 
over six months and sold prior 
pro rata portion of gain repres 
issue discount is taxed as ordin: 
excess is taxed as capital gain. 

tf. Continues prior law. 


1. To*prevent tax avoidance 
gain or loss from a short sale de 
nature of the asset used to close 


2. “Puts” purchased with ste 
hedge against a decline in value 
the definition of short sale. 


Provides consistent treatment 
on both sale or failure to exer 
the case of the holder, treatment 
or ordinary income depends on 
the underlying property to wl 
relates is a capital asset; the 
ways receive ordinary income or 
cise an option. This applies in: 
covered by the new Code. 


Extends capital gains treatm 
realized by an inventor, regard 
amateur or professional, on the s 
of a patent where the seller ret 
in the patent, except to the exte 
chase price may be related to tl 
use or disposition of the pat 
within a period of 5 years from 
or exchange, and the entire p 
ceived within a period of 5 yez 
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ted to the productivity, 
the patent transferred 
rs from the date of sale 
entire proceeds are re- 
of 5 years. 


Senate 
2. House provision with technical amend- 
ments. 
3. House provision with techni amend- 


ments. 


4. Provides new rule to tax “artificial” dis- 
count, created by detaching excess coupons, as 
ordinary income. 


1. House provision. 


2. House provision. 


House provision. 


Substitutes entirely new section assuring 
capital gain treatment to inventors making sales 
of all rights to patents, regardless whether 
the purchase price takes the form of royalty 
payments. 

Deletes 5-year limitation and extends the 
benefits of the section to individuals making 
financial contributions toward development of 
the patent before the invention is reduced to 
practice. 


Conference 


2. House provision with technical amend- 
ments made by Senate. 


3. House provision with technical amend 


ments made by Senate. 


4. Senate provision. 


1. House provision. 


2. House provision. 


House provision. 


Senate provision with a clarifying amend- 
ment to assure this treatment to a sale prior to 
issuance of patent. 





: 





ER TEIN i 
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Sg ae au 


Item 


Investment account of real estate 
dealers (sec. 1237, House bill). 


Sale of subdivided real estate (sec. 


1237. 


Private annuities (sec. 1241 of 
House bill). 


Taxability to employee of certain 
termination payments (sec. 1240). 


Cancellation of lease or distribu- 
tor’s agreement (sec. 1241). 


Compensation from employment 
and income from an invention of ar- 
tistic work (secs. 1301, 13802). 


J. 51218——10 


1939 Code 


Results in uncertainty in distinguishing be- 
tween real estate held by real estate dealers for 
sale to customers (which results in ordinary 
gain when sold) and real estate held for invest- 
ment (which results in capital gain when sold). 


An individual who subdivides real property 
held for investment purposes is likely to be 
considered a dealer solely on account of such 
subdivision activity and be subjected to ordi- 
nary income tax rates on the entire long-term 


gain, 


Private annuities involve an exchange of 
property for a promise of the buyer to pay a 
life income. The tax treatment of these trans- 
actions is in an uncertain status due to conflict- 
ing court decisions, particularly relating to the 
time the transaction*is taxable, problems of 
basis and treatment of mortality gain or loss. 


Provides that amounts received by an in- 
dividual (employed for 20 years) in exchange 
for his rights to receive after retirement (for a 
period of at least 5 years or until death) a per- 
centage of his employer’s profits, are to be 
treated as long-term capital gains, if he has had 
a right to a percentage of profits for at least 
12 vears and if the amount received in exchange 
for such percentage is received in one taxable 
year after the individual’s retirement. 


Generally treats amounts received by lessee 
or distributor in exchange for cancellation of 
lease or franchise as a sale or exchange (thus 
giving rise to capital gain if lease or franchise 
is a capital asset) ; however, some doubt has 
been thrown on this proposition by a recent 
court decision. 


Allows income received from inventions or 
artistic work to be spread back over a 36-month 
period if the work performed by the taxpayer 
covered 36 months or more and if 80 percent 
of the income is received in a single year (see. 
107). 





House 


Provides that all such gain, e 
attributable to the effort of tl 
the property (5 percent of sa 
expenses), will be treated as ca 
the property is especially id 
dealer makes no substantial i 
the property and (3) the pr 
years. This section is limitec 

Provides that an individual. 
dealer, subdividing real estate 
come from sales as capital gai 
the taxpayer must have held tl 
years and have made no subs 
ment. If so, the first five sales 
gain treatment and, in the ye 
is made, such treatment conti 
5 percent of the sale proceeds 
treated as ordinary income. 


A capital gains tax is impo 
of the property in the year of. 
excess of the value of the ant 
consideration, over his basis « 
The seller thereafter pays ta: 
annuity rule, using the value « 
determine his exclusion. Also 
basis for the property acquire 
by the value of the annuity. 
tality gain or loss to him resu 
justment to the property (or 
loss after property has been di 


Omits section. 


Continues prior law. 


Increases from 36 to 69 me 
over which income from an i1 
spread back. 
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acquired is determined 
nuity. Later, any mor- 
im results in a basis ad- 
rty (or capital gain or 
been disposed of ). 


o 69 months the period 
mm an invention may be 


Senate 


Eliminates entire section and retur 


s to prior 
law. 


House provision with modification relating to 
“substantial improvements”: Rules are provided 
where the improvement is not made by the tax- 
payer and in certain improvements re- 
quired by local market conditions will not dis- 
qualify the sale from capital gain treatment. 


cases, 


Eliminates entire section an 
prior law, as otherwise modified by 


returns to 
new Code. 


Restores section but only with respect to con- 
tracts entered into before date of enactment of 


this bill. 


Provides that amounts received by a lessee 
for the cancellation of a lease or by a distributor 
on the cancellation of a distributorship agree- 
ment (if he has a substantial capital investment 
in the distributorship) shall be treated as re- 
ceived on a sale or exchange. 


Retains House provision but reduces from 36 
to 24 months the period during which work 
must be performed by taxpayer on an invention 
or artistic production in order to qualify for 
spread back of income. An individual is deemed 
to have been a member of a partnership for any 
period immediately prior to becoming a partner 
in which he was an employee, if during the 
current year he receives compensation attribut- 


able to a job on which he worked as an employee. 





Conference 


Senate action. 


House provision as amended by the Senate, 
with technical amendments and with the fur- 
ther provision that the Senate amendment re- 
lating to improvements required by market con- 
ditions apply only where property is held over 
10 years. 


Senate action. 


Senate action. 


Senate provision. 


House provision with Senate modifications. 





Item 


Circumstances of adjustment (secs, 
1311-1315). | 


_ Involuntary liquidation of LIFO 
inventories (sec. 1321). 


Computation of tax where tax- 
payer restores substantial amount 
taxable status (sees. 1851, 1361). 


Election of certain corporations 
and unincorporated businesses as to 
taxable status (sees. 1351, 1361). 


Cuaprer 6. CONSOLIDATED RETURNS 
(Sxcs. 1501-1733) 


1939 Code 


Allows a tax adjustment as to an item in a 
closed taxabl vear where either the taxpayer 
or the Government has treated the same item 
inconsistently in an open taxable year (see. 
» - - 

3801). 


Permits a retroactive adjustment to income 
of an earlier year in which LIFO inventory 
was involuntarily liquidated. Liquidation 
must have occurred in taxable years ending 
after June 30, 1950, but ending prior to Jan. 1, 
1954, and must be replaced in a subsequent tax- 
able year ending before Jan. 1, 1956. 


> . . . 

Repayments of amounts mistakenly received 
and included in income in an earlier year are 
deductible only in the year of repayment. 


1. Provides no election for corporations to 


be taxed as partnerships. 


2. Provides no election for proprietorships 
or partnerships to be taxed as corporations. 


1. Detailed rules for consolidated returns 
prescribed by regulations. | 

i Imposes 2 percent additional tax on in- 
come of afliliated group filing a consolidated 
return. 

3. Corporations may elect to join in a con- 
solidated return if they meet a 95-percent affili- 
ation test. 

4. Consolidated groups not subject to tax on 
intercorporate dividends (after 85 percent al- 
lowance) paid by one member to another. 


5. An election to file on a consolidated basis 
must be continued, until a change in the tax 
law affecting the advantage of consolidated re- 
turns or, in the membership of the affiliated 


group occurs, when a new election is permitted. 








House 


Retains existing provision, 
cedure for obtaining adjustme 
justment where closed taxabl 
net operating loss. 


Extends period during w 
liquidations may occur 1 year 
years ending before Jan. 1, 19 


Repayments in excess of 
retroactively excluded from 
earlier year or deducted in tl 
tion, whichever produces th 
the taxpayer. Does not app 
of inventory sales. 


1. Continues prior law. 


2. Continues prior law. 


1. Inserts existing regulat: 
priate minor changes into sta’ 
2. Continues prior law. 


3. Reduces affiliation test to 


4. Provides specific alternat 
cating earnings and profits a 
an affiliated group for purpos 
liability. 

5. Makes clear that any a 
tion in the tax law provides a 
respect to consolidated filing. 








louse 


vision, but simplifies pro- 
idjustment and allows ad- 
| taxable year involved a 


wing which involuntary 
r 1 year to include taxable 
an. 1, 1955. 


cess of $3,000 must be 
d from income in the 
ed in the year of restitu- 
uces the best result for 
lot apply to adjustments 


law. 


law. 


regulations with appro- 
into statute. 
law. 


n test to 80 percent. 


alternative rules for allo- 
rofits among members of 
‘ purposes of sharing tax 


t any automatic expira- 
vides a new election with 
d filing. 
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Senate 


Retains House 
amendments. 


provision Wit technical 


House provision. 


Clarifies exception for invent: 
so that refunds made by a reg 
utility and required to be made | 
tory body will qualify for the 
provision. 


adjustment 
ated public 
the regula- 
nefits of this 


1. Provides an election for domestic corpora- 
tions with the following characteristics to be 
taxed as partnerships: (a) organized after Dec. 
31, 1953; (b) 10 or fewer shareholders all 
actively engaged in the business; (c) one class 
of stock outstanding. All shareholders must 
consent to the election which is binding unless 
ownership changes 20 percent or more. 

2. Provides an election for prope 
or partnerships with 50 or less members to be 
taxed as domestic corporations. Capital must 
be an income-producing factor, or 50 percent or 
more of income must be derived from selling 
property or from brokerage commissions. Per- 
sonal-holding company income is excluded from 
corporate tax treatment. Election is irrevoca- 
ble unless membership changes 20 percent or 
more. 


1. Deletes House provision and restores prior 
law. 

2. Eliminates 2 percent tax on consolidated 
returns filed by regulated public utilities. 


3. Deletes House provision and restores prior 
law. 


4. Deletes House provisions and restores 


prior law. 


5. Deletes House provision and restores prior 
law. 





Conference 


House provision with Senate modifications. 


House provision. 


House provision as modified by Senate with 
technical amendment. 


1. Rejects Senate amendment and continues 
prior law. 


2. Senate provision with technical modifica- 
tions. 


1. Continues prior law. 


2. Senate provision. 
3. House provision. 


4. House provision. 


5. Continues prior law. 





Item 


Corporations — Disallowance of 
minimum exemption and credit (sec, 
1551). 


SUBTITLE B—ESTATE AND 
GIFT TAXES 


Cuaprer 11—Estate Tax 


Combining the basic and addi- 
tional taxes (secs. 2001 and 2011), 


Credit for tax on prior transfers 
(sec. 2013). 


Alternate valuation (sec. 2032). 


Transfer taking effect at death 


(sec. 2037). 


1939 Code 


Under section 15 (c) of the 1939 Code, if a 
corporation transfers property (other than 
money) to another corporation which it con- 
trols and which was created or utilized for the 
purpose of receiving the transferred property 
in order to obtain either an additional $25,000 
minimum surtax exemption or an additional 
$25,000 minimum excess profits credit, the bene- 
fit of the additional exemption or credit is dis- 
allowed to the transferee corporation. The 
provision does not apply with respect to tax- 
able years beginning after December 31, 1953. 


Estate tax lability is computed by first deter- 
mining a “tentative tax” from two separate 
schedules. Then, if the estate is over $100,000 
a “basic estate tax” is computed and 80 percent 
of this represents the maximum credit allowed 
for State death taxes. 


There is allowed a deduction for property re- 
ceived from a prior decedent (or by a gift sub- 
ject to tax) within 5 years of the current de- 
cedent’s death. The deduction is allowed for 
the value of the property of the donor or prior 
decedent still in possession of the current de- 
cedent at the time of his death (or property 
which can be traced as having been acquired 
in exchange for such property) and is inde- 
pendent of the amount of the tax paid on the 
prior transfer. No deduction is allowed for 
transfers from a spouse. 


The executor is permitted, if he so elects 
upon his return, to value the property included 
in the gross estate as of a date one year after 
the decedent’s death or in the case of such prop- 
erty distributed, sold, exchanged, or otherwise 
disposed of at an earlier date, the value of such 
at the date of disposition. 


Property transferred during lifetime (and 
after Deicke 8, 1949) by a decedent is includible 
in his gross estate if possession or enjoyment of 
the property can be obtained only by surviving 
him. This rule applies even though the de- 


cedent has retained no interest in the property. 








House 


Extends this provision indef 
plies it to the $30,000 accumu 
credit provided by the House bi 
with the tax on accumulated ear 


Eliminates the necessity of s 
puting the basic tax by expressin 
credit allowable for State death 
cent of the rates applicable to th 
of the decedent. This simplific 
not change the tax liability or th 
for State death taxes in the cas 
or resident of the U.S. 


Allows a credit for the tax pa 
erty in the estate of the prior 
can never be larger than the tax 
the property in the estate of | 
cedent. To eliminate tracing « 
the credit is based upon the val 
erty at the time of the death 
cedent. The credit is to be alle 
two years following the death « 
cedent and then decreases by 2 
two years thereafter until no © 
after the 10th year. The cre 
for transfers from spouses wh 
deduction is not applicable. 


The exercise of such an elect! 
cases where the value of the ¢ 
declined within one year aftet 
death to 6624 percent of its vah 
the decedent’s death. 


Property transferred during 
after October 8, 1949) by a d 
includible in his estate only if 
death a reversionary interest ’ 
exceeding 5 percent of the val 
erty. This rule operates wheth 
ary interest is express or by oper 
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ise 


n indefinitely and ap- 
accumulated earnings 
louse bill in connection 


ated earnings. 


ity of separately com- 
«pressing the maximum 
te death taxes as a per- 
ble to the taxable estate 
simplified method does 
ity or the credit allowed 
the case of any citizen 


e tax paid on the prop- 
p prior decedent but it 
the tax attributable to 
ate of the current de- 
racing of the property 
the value of the prop- 
death of the prior de- 
» be allowed in full for 
death of the prior de 


ses by 20 percent every — 


til no credit is allowed 
The credit is available 
ises where the marital 
able. 


in election is limited to 
of the gross estate has 
ar after the decedent’s 
its value at the date of 


during lifetime (and 
by a decedent will be 
only if he retained at 
iterest in the property 
the value of the prop- 
s whether the reversion- 
‘by operation of law. 


Senate 


House provision but increases thy 


tax on accumulated earnings. 


House prov ision. 


Expands House proy ision to include property 
passing as a result of the exercise or non-ex- 
ercise of a power of appointment and to pro- 
vide that inter vivos taxable transfers to a 
person who pre-deceased the transferor by less 
than two years may qualify. The provisions 
of the House bill relating to the rules under 
which property is valued for purposes of com 
puting the credit and the limitation of the 
credit are stricken and new rules are inserted 
based on the principles established under the 
estate tax marital deduction. 


Restores prior law. 


House provision 


nount of 
the accumulated earnings credit to 860.000 to 


conform to Senate action with respect to the 


Conference 


House provision with Senate modificatio ‘ 


House prov ision, 


House provision with Senate 


Senate acticn. 


House provision. 


»addition. 








Item 


Annuities (sec. 2039). 


Proceeds of life 
2042). 


insurance (sec. 


Expenses, indebtedness, and taxes 
(see. 2053). 


Transfers for public, charitable or 
religious uses (sec. 2055). 


Marital deductions (sec. 2056). 


1939 Code 


The value at the decedent’s death of a joint 
and survivor annuity purchased by him is in- 
cludible in his gross estate. It is not clear 
whether an annuity purchased by the dece- 
dent’s employer or an annuity to which both the 
decedent and his employer contributed is in- 
cludible in the decedent’s gross estate. 


_ Life insurance proceeds of a decedent are sub- 
ject to the estate tax if the proceeds of the policy 
are payable to the executor, if the decedent di- 
rectly or indirectly paid the premiums on the 
policy or if the decedent possessed any incidents 
of ownership in the policy at the date of his 
death. 


Funeral expenses, administration expenses, 
claims against the estate and unpaid mortgages 
are deductible in computing the taxable estate, 
but are limited to those expenses allowable by 
the laws of the jurisdiction under which the 
estate is being administered and cannot exceed 
the value of the property in the probate estate. 


1. Bequests to or for the use of any veterans’ 
organization are not specifically allowable de- 
dluctions from the gross estate. 


2. Property passing to charity by virtue of 
renunciation before date prescribed for filing 
estate tax return qualifies for charitable 
deduction. 


1. The marital deduction is allowed for prop- 
erty placed in trust passing to surviving spouses 
if there is a right to income from all the prop- 
erty and a general power of appointment over 
all the property. It is not clear when a legal 
life estate qualifies as a trust under the law of 
various States nor is it clear whether a legal 
life estate coupled with a power to consume 
property qualifies the property for the marital 
deduction. 

2, Amounts paid to a widow pursuant to a 
court order for support when the estate is in 
administration are eligible for the marital de- 
duction if such payments do not constitute a 
“terminable interest”. 





House 


A joint and survivorship an 
ble in the gross estate to the ex 
cedent contributed to its cost | 
pose of determining the extent 
contribution the payments m 
ployer under an unqualified pl: 
into account. However, unde 
sion and profit sharing plans 
contributions are not to be cons 
been made by the decedent. T 
generally applicable to estates 
ing after the enactment of the 


Life insurance proceeds are 
decedent’s estate if the policy 
or payable to his executor but | 
has been removed. <A 5-pere 
interest rule similar to that ap 
transferred property is also a 
insurance. 


Expenses in connection wit 
jected to the estate tax althe 
probate estate are to be allow 
if the expenses are of the type 
allowed as deductions if the ] 
the probate estate and they 
the period provided for the a 
estate tax. Also expenses o 
property included in the proba 
allowed without regard to the 
tate if they are paid prior to t! 
for the filing of the estate tax | 


1. Continues prior law. 


2. Continues prior law. 


1. The trust requirements « 
eliminated and if the spouse |] 
come over a specific portion 
plus a power of appointment 
will qualify that part for the n 


2. The “terminable interest’ 
cable to all amounts paid to a 
to State law for her support w 
decedent’s death. 
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‘ship annuity is includi- 
o the extent that the de- 
its cost and for the pur- 
> extent of the decedent’s 
vents made by the em- 
ified plan are to be taken 
er, under qualified pen- 
ig plans the employer’s 
) be considered as having 
lent. The new rules are 
estates of decedents dy- 


t of the bill. 


eds are includible in the 
policy is owned by him 
tor but the premium test 
5-percent reversionary 
that applicable to other 
s also applicable to life 


tion with property sub- 
ix although not in the 
ve allowed as deductions 
the type which would be 
if the property were in 
d they are paid within 
x the assessment of the 
enses of administering 
e probate estate are to be 
| to the total probate es- 
rior to the time provided 
ate tax return. 


Ww. 


ments of prior law are 
spouse has a right to in- 
portion of the yroperty 
ntment over such part it 
or the marital deduction. 


interest” rule is inappli- 
aid to a widow pursuant 
pport within one year of 


Senate 


House provision but applies thi 
sofar as they relate to the treatm f employ 
er’s contributions under a qualified plan, to es- 
tates of decedents dying after December 31, 


1953. 


rules, n- 


House provision. 


House pro\ ision. 


1. Provides that bequests to or for the use of 
any veterans’ organization incorporated by acts 
of Congress are allowable deductions from the 
gross estate. 

2. Extends provision to include as a renuncia- 
tion the termination of a power of appointment. 


1. House provision. 


2. Deletes House provision 


Conference 


House provision with Senate modifications 


House provision. 


House provision. 


1. Senate provision. 


2. Senate with technical modi- 


fication. 


proy ision 


1. House provision. 


2. Senate action. 





% 


Item 
Stocks situated in the United 
States (sec. 2104). 
Members of the Armed Forces 


dying as a result of service in a com- 
bat zone (sec. 2201). 


CuHaptTer 12—Guirr Tax 


Nonresident aliens (sec. 2501). 


Taxable gifts (sec. 2503). 


Revaluation of gifts for prior years 
(sec. 2504). 


Gift of husband or wife to third 
party (sec, 2513). 


J. 51218——11 


1939 Code 


Stock held by nonresident aliens is treated 
as property situated in the United States if it 
is stock of a domestic corporation regardless of 
where the certificates are located, and if it is 
stock of a foreign corporation, if the certifi- 
cates are located in the United States. 


Members of the Armed Forces dying in a 
combat zone or from wounds or disease in a 
combat zone before January 1, 1955, are exempt 
from the additional estate tax. 


_ In the case of nonresident aliens the gift tax 
IS Imposed on all gifts of property situated 
within the United States at the time of gift. 


1. A $3,000 annual exclusion is available if 
the gift is not a future interest. It is not clear 
whether a gift to a minor in trust or through a 
guardian can be made other than as a future 
interest. 


2. In the case of the gift of a present interest 
in property coupled with a future interest, such 
as the power of a trustee to terminate the trust 
and make immediate distribution to the life 
tenant, the present interest might be held to 
have no value since the exercise of the power 
could result in its immediate termination al 
though such termination would increase rather 
than decrease the value of the present interest. 
As a consequence the $5,000 annual exclusion 
would not he allowed, 


Due to the cumulative nature of the gift tax 
and the progressive gift tax rates the tax habil- 
ity for gifts ina part icular year is dependent on 
the correct valuation of gifts in prior years. 
Consequently, a taxpayer's current gift tax lia- 
bility might be dependent upon the correctness 
of the valuation made in the distant past and the 
statute of limitations does not prevent either the 
taxpayer or the Government from questioning 
the proper valuation of the earlier oift. 


Consent to treat gifts as made one-half by 
each spouse must be filed by March 15 of year 
following gift. 





House 


Retains only the first of these 
to be deemed to be situated in the 
only where it is stock of a domesti 


Extends this exemption to cov 
in which persons are generally 
duction under the Universal Mil 
and Service Act. 


In the case of nonresident a 
engaged in business in the Unite 
tax is imposed with respect to gif 
situated in the United States. V 
all other nonresident aliens the | 
posed only with respect to tans 
situated in the United States. 


1. Gifts to minors will not 
gifts of future interest if the inc 
erty can be spent by or for the ch 
attaining age 21 and if not so s 
the child when he reaches age 2! 
appoint by will. 

2, Continues prior law. 


The value of a gift as reporte 
gift tax return fora prior year is! 
as to the value of the gift after 
limitations has run in determini 
to be applied on subsequent gifts. 


Continues prior law. 
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n to cover any period 
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‘sal Military Training 


‘ident aliens who are 
e United States a gift 
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to tangible property 
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ill not be considered 
the income and prop- 
r the child prior to his 
not so spent passes to 
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reported on a taxable 
year is to be conclusive 
ft after the statute of 
termining the tax rate 
nt gifts. 


Senate 


House provision. 


House provision. 


Makes clarifying changes. 


1. Minor clarifying changes. The power of 
appointment is not limited to one exercisable by 
will. 


2. Provides that the value of the present in- 
terest is to be computed without regard to the 
effect of the power upon it if the power can be 
exercised a to increase the donee’s present 


interest in the property. 


House provision. 


Continues prior law 


Conference 


House provision. 


House provision. 


House provision with Senate modifications. 


1. House provision with Senate modifications. 


2. Senate provision. 


House provision. 


Continues prior law (H. Con. Res. 


changes date to April 15). 





Item 


Tenancies by the entirety (sec. 


2515). 


Property settlements incident to 
divorce (sec. 2516). 


Marital deduction (sec. 2523). 


SUBTITLE D—MISCELLA- 
NEOUS EXCISE TAXES 
CHAPTER 33—FACILITIES AND 

SERVICES 


Exemptions from admissions tax 
(sec. 4233). 


SUBTITLE E—ALCOHOL, TO- 
BACCO AND CERTAIN 
OTHER EXCISE TAXES 
CuaptTers 51 anp 52, ALCOHOLIC 

BEVERAGES AND TOBACCO 


General: 
Payment 
5703). 


of tax (secs. 5061, 


Strip stamps (secs. 5008, 5009, 
5055, 5703). 


1939 Code 


The creation of a tenancy by the entirety 
may result in a gift from one spouse to another 
at the time the tenancy is created. Moreover, 
the termination of the tenancy may also con- 
stitute a gift unless the proceeds are divided 
between the husband and wife. 


Property settlements bet ween spouses are not 
regarded as taxable gifts if the property settle- 
ment is incorporated in the divorce decree. 
However, the gift tax status of settlements not 
incorporated in a divorce decree is uncertain. 


It is not clear whether the transfer to a spouse 
of a legal life estate coupled with a general 
power of appointment is eligible for the marital] 
deduction. Problem is similar to that de- 
scribed above in item (1) under marital deduc- 
tion for estate tax. 


Admissions for benefit of certain listed or- 


ganizations are exempt from tax. 


Taxes paid prior to withdrawal of products 
by purchase of stamps. 


Liquor tax payment indicated by strip stamps 
on each container. Cost to producer, 1 cent 
per stamp. 








House 


Unless the spouse furnishing t 
of the consideration for the p 
otherwise, a transfer of real proy 
ancy by the entirety will not cons 
that time. However, when such 
terminated other than by death 
sidered as occurring at that time 
the proceeds distributed to eith 
ceed the proportion of the consi 
inally furnished by such spouse. 


Property settlements involving 
tween spouses will not constitut 
lowed by a divorce within a reaso 


A transfer to a spouse of a le 
coupled with a general power 01 
is eligible for the marital deduct 
gift tax. Solution is similar to 
with respect to item (1) under 1 
tion for estate tax. 


Continues prior law. 


Taxes to be paid by return. 
instituted at such time after Ja 
as Secretary shall decide. 


Continues prior law with res 
stamp provisions. Secretary ma 
stamps for tobacco and beer wher 
is instituted. Tobacco and beer 
sold at cost of preparation. 
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1ot constitute a gift at 
ien such a tenancy is 
y death a gift is con- 
hat time to the extent 
to either spouse ex- 
1e consideration orig- 
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a reasonable time. 
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ower of appointment 
| deduction under the 
iilar to that provided 
under marital deduc- 


eturn. Returns to be 
fter January 1, 1955, 


vith respect to liquor 
tary may require strip 
er when return system 
nd beer stamps to be 
n. 


Senate 


In addition, applies the House provision to 
the creation by husband and wife of a joint 
tenancy with right of survivorship in real 
property. 


House provision with the requirement that the 
divorce must occur within 2 years after the 
settlement. 


House provision. 


Adds to the exemptions: (1) Admissions to 
athletic games between teams composed of col- 
lege students if the entire proceeds inure to the 
benefit of a hospital for crippled children; 
(2) admissions to baseball games if all the play- 
ers have amateur or semiprofessional status 
and if (a) the game is not primarily conducted 
for profit, and (b) no part of the net earnings 
inures to the benefit of any private stockholder 
or individual; and (3) admissions to a rodeo or 
historical pageant if the proceeds are used exclu- 
sively for improvement, maintenance, and oper- 
ation of such rodeo or pageant and if no part of 
its net earnings inure to the benefit of any 
private stockholder or individual. 


House provision. 


House provision except that stamps to be 
furnished without cost to producers. 


Conference 


House provision with Senate modifications. 


House provision with Senate modification. 


House provision. 


Senate provision. 


House provision. 


House provision with Senate modification. 





Item 


Jans ies es AG A . 57a 
Pe nalties (secs. 5601-5693, 5761- 
5763). 


Distilled spirits: 
Voluntary destruction (see. 
5011 ). 


Other businesses (sec. 5171). 


Registration of stills (sec. 5174). 


Fermented malt beverages: 
Bottling of soft drinks (sees. 
5411, 7851). 


Voluntary destruction and cas- 
ualty losses (sec. 5057). 


Sake (sec. 5052). 


Wines: 
Other businesses (sec. 5361). 


Treatment (sec. 5382). 


Bottling of taxpaid wine (sec. 
5352). 


Voluntary destruction and cas- 
ualty losses (secs. 5370, 5371). 


Refunds on  unmerchantable 
sparkling wines (sec. 5044). 


Taxable unit for sparkling wines 
(sec. 5041). 


1939 Code 


_ Some penalty sections set both maximum 
fines and sentences and mandatory minimum 
fines and sentences. 


Tax collected on spirits voluntarily destroyed 
prior to withdrawal from bond unless they are 
unfit for beverage purposes. 


Only operations connected with production 
of distilled spirits allowed to be conducted 
on distillery premises. 


All stills (except stills for refining petro- 
leum) required to be registered. 


Only breweries which on June 26, 1936, were 
bottling soft drinks allowed to carry on such 
business. 


No credit or refund allowed to brewer for 
tax paid on beer belonging to him which is lost 
by casualty or returned to brewery for recondi- 
tioning or destruction. 


Sake classified as beer. 


Bonded wine cellars not permitted to be used 
for other businesses. 


Wine may be corrected and stabilized only 
through use of “usual cellar treatment.” 


Government cannot supervise bottling of 
taxpaid wine. 


Nonpayment of tax on losses while in bond 
allowed at discretion of Commissioner. Tax 
has been waived only on destruction of wine 
unfit for use as wine. 


No provision for refund or credit on taxpaid 
wine returned to bonded premise. 


Sparkling wines taxed on basis of each one- 
half pint or fraction thereof in each container. 








House 


Removes mandatory minimum 1 


Permits voluntary destruction ° 
ment of tax prior to withdrawal fr« 


Allows distillers to conduct othe 
except certain specifically prohibit 
on premises when authorized by Se 


Requires registration only for st 
to be used for distillation or rec« 
tilled spirits. 


Provides that all breweries ma 
drinks, on and after January 1, 


Provides that credit or refund | 
brewer for tax paid on beer belot 
which is returned to brewery for 
ing, use as materials, or is dest 
supervision, or which is lost by ca 
than by theft) and for which bre’ 
demnified by insurance or otherw: 


Provides that sake be classified 


Permits bonded wine cellars tc 
other businesses if they will not j 
revenue. Examples of possible 
fruit juices and jellies. 


Permits methods of “good com: 
tice” to correct and stabilize wine. 


Provides for taxpaid wine bottl 
operate under Government super 


Provides that voluntary destruc 
without payment of tax be permi 
bond. No tax to be required in 
losses while in bond, except where 
occurs because of negligence or 
claimant is indemnified by insura 
wise. 


Authorizes refund or credit o: 
merchantable sparkling wine whe 
bonded premise. 


Changes tax basis to wine gallor 
time of withdrawal from winery 
rates to practical gallon equiv: 
rates. 


(One wine gallon=20 hal: 
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uumum requirements. 


uction without pay- 
awal from bond. 


uct other businesses, 
yrohibited businesses, 
<1 by Secretary. 


ly for stills intended 
or recovery of dis- 


ries may bottle soft 
nary 1, 1955. 


refund be allowed to 
er belonging to him 
ery for recondition- 
is destroyed under 
st by casualty (other 
ich brewer is not in- 
otherwise. 


assified as a wine. 


sllars to be used for 
ill not jeopardize the 
ossible uses, making 


od commercial prac- 
ze wine. 


ne bottling houses to 
it supervision. 


- destruction of wine 
e permitted while in 
uired in case of all 
tt, where loss by theft 
ance or collusion or 
y insurance or other- 


redit of tax on un- 
ine when returned to 


ie gallon measured at 
winery and changes 
1 equivalent of old 
=20 half pint units.) 





Senate 


House provision. 


House provision. 


House provision. 


House provision. 


Makes effective date of change the day after 


date of enactment of the Act. 


House provision. 


Restores prior law. 


House provision. 


House provision. 
House provision. 


House provision. 


House provision. 


House provision. 


Conference 


House provision. 


House provision. 


House provision. 


House provision. 


House provision with Senate modification. 


House provision. 


Senate action. 


House provision. 


House provision. 
House provision. 


House provision. 


House provision. 


House provision. 








Item 


Wines—Continued 
Hard cider (sec. 5042). 


‘Tobacco products: 
Sizes of packages (sec. 5723). 


Records (sec. 5741). 


Permits (sees. 5712, 5713). 


Voluntary destruction and cas- 
ualty losses (sec. 5705). 


SUBTITLE F—PROCEDURE 
AND ADMINISTRATION 


Time of filing individual income 
tax returns, declarations of estimated 
income tax, and payment of estimated 
taxes (secs. 6015, 6072, 6073, 6074, 
6151, 6153). 

Filing dates (secs. 6015, 6072- 
6074). 


Declarations of estimated income 
tax by individuals (secs. 6015, 6073, 
6153, 6654). 


1939 Code 


Sale of hard cider by farmers at roadside 
stands in uncertain tax status. Internal Rev- 
enue has not attempted to collect tax thereon. 


Denna’ . j 
I ermitted sizes of packages and wording of 
labels specified in the law. 


Details of records and reports specified in 
the law. 


Manufacturers and dealers must register be- 
fore commencing business. 


_ Refund of tax given to manufacturer on ar- 
ticles withdr. m from market. Court de- 
cisions interpret this to include loss by casualty 
(other than theft) while taxpaid articles are 
still in possession of the Seeanlantures. 


1. Filing date of final tax return and pay- 
ment of tax due thereon is March 15 or 15th 
day of the third month after the individual in- 
come taxpayer's taxable year. 


2. Filing date of first declaration of esti- 
mated tax and first installment payment by in- 
dividuals is March 15, 

3. Farmers os to file declarations of 
estimated tax by Jan. 15 or final return by Jan. 
31. Taxpayers other than farmers may file 
final return on or before Jan. 15 in lieu of 
final declaration of estimated tax. 

4. Quarterly payments of estimated tax due 
on June 15, Sept. 15, and Jan. 15. 


1. Filing requirements: Declarations of esti- 
mated tax required by individuals whose in- 
comes are primarily from wages and salaries 
if gross income is expected to exceed $4,500 
plus $600 for each exemption. 

Individuals with over $100 of income from 
sources not subject to withholding required to 
file declarations if gross income expected to 
exceed $600. 





House 


Specifically exempts such cide 
preserved by any process and is n 
sale as wine. 


Repeals detailed statutory pre 


Provides that required records | 
regulations. 


Provides that every person bef 
ing business as a manufacturer 1 
permit to engage in business. P 
denied or revoked for cause. 


Provides credit or refund of 
facturer for taxpaid articles los 
(except theft) while in his possess 


1. Filing date of final return a 
tax due thereon for individuals 
April 15 or 15th day of fourth m 
close of the taxpayer’s-taxable y 


2. First declaration filing date. 
terly installment payment moved 


3. Filing date for final return in 
ration by farmers moved to Febru 


4. No change made in dates f 
4th quarterly payments of estim: 


1. Filing requirements: For in 
no more than $100 from source 
wages and salaries, declaration r 
yross income is expected to be $ 
Tn the case of a married person, 
required unless combined incon 
and wife expected to exceed $1( 
requirement for head of family. 
"De individuals with more th 
come not subject to withholdi 
required only if gross income 
exceed $400 plus $600 per exemp 
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Ne 


e 


ich cider if it is not 
and is not offered for 


ory provisions. 
‘ecords be specified by 


rson before commenc- 
cturer must obtain a 
ness. Permit may be 
se. 


und of tax to manu- 
icles lost by casualty 
S possess1on. 


eturn and payment of 
ividuals is moved to 
ourth month after the 
ixable year. 


ig date and first quar- 
»moved to April 15. 


-eturn in lieu of decla- 
to February 15. 


dates for 2d, 3d, and 
f estimated tax. 


: For individuals with 
n sources other than 
‘ation required only if 
to be $5,000 or more. 
person, no declaration 
d income of husband 
eed $10,000. Similar 
family. 
more than $100 of in- 
thholding declaration 
neome is expected to 
r exemption. 


Senate 


House provision. 


House provision. 


House provision. 


House provision. 


House provision. 


1. House provision. 


2. House provision. 


3. House provision with respect to farmers. 
Filing date for final return in lieu of final 
declaration by individuals other than farmers 
moved to Jan. 31. 


4. House provision. 


1. House provision. 


Conference 


House provision. 


House provision. 
House provision. 


House provision. 


House provision. 


— 


. House provision. 


2. House provision. 


3. House provision with respect to farmers. 
Senate provision with respect to other indi- 
viduals. 


4. House provision. 


1. House provisions. 





Item 1939 Code 


under- 


ls less 


2. Penalties for underestimates and 
payments of tax: Where estimat: tax 
than SU percent (6623 percent for farmers) of 
actual tax liability, a charge of 6 percent of the 
amount by which final tax exceeds estimated tax 
Where no declarati is filed or 
no payment of an installment of 


is nape sed. 
where est! 


mated tax is made, a charge as high as 9 percent 
T unpaid installment may be imposed. 
No penalty imposed for underestimate where 


estimated tax is based o1 
t 


ir’s exelp- 
ous vear’s 


current | 
On status and rates apphed to pre 
ncome, 


De larations of estimated income 
tax by corporations (secs. 6016, 6074. 


6154, 


OH655 a 


‘Time of filing gift tax returns and Due date of return and pay nit March 15. 
tl 


paving tax due thereon (secs. 6019, 
c~ —.. & mane 
bUio. ANd O1lOl). 


Returns of information regarding Persons making pay! ents t ther persons 
pavments of income (sec. 6041). except orporat mas 2 : consisting 
; of rent, salaries, wages, premiums, annuities, 


uments, and 
juired to file 


returns With 


sations, remunerations, e! 


compen 
t gains, profits a 


othe 


information returns. 


income 


Informat 


respect to payments of interest ould be re- 
4 1} . hint 
quired regardless of yUTITS 


J.51218——12 








House 


”2. Penalties: Replaces presen 
and severe system of penalties ' 
tional charge of 6 percent per 
difference between the installn 
made and 70 percent (6623 perce 
of farmers) of quarterly instal 
the basis of the final return. 

No additional charge due wher 
us estimated tax is (a) same as } 
tax, (b) tax based on previous 
with current rates and exXemptiol 
70 percent (6653 percent in the ca 
of estimated tax computed by pr: 
end of the year the income rece 
beginning of the year up to the m 
the installment is due. 

3. Effective for taxable years b 


>? 


December 31, 1953. 


1. Filing requirements— 
Corporations with estimated 
excess of 350,000 for years be 
December 31. 1954. 
2. Payment requ 
Installments of 5° of esti: 
credits and $50,000 exem 
15th day of 9th month and 15 
month of taxable year. Instal 
age increases each year to 2o 
later years. 
5. Penalties for failure 
ome tax— 
Addit ‘on.l « harge of 6 perce 
computed for each installment « 
between the amount pa 
cent of the amount which sho 
paid. 
~ No additional 


lrements— 


to pay 


Terence 


‘harge due 

paid is the required percentag 
vious vears tax less 350,000; 
puted on previous year’s incom: 
rates and exemptions, less $50.0) 


5 ee ™ 
(0 percent of tax, less $50,000. 


Due date of return and payme 


No comparable provision excep 
tions making payments of inter 
quired by regulations to file infor 
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Se 


e 


present complicated 
ialties with an addi- 
nt per annum on the 
installment payment 
<2 percent in the case 
y installment due on 
ri. 

ue Where amount pald 
me as previous year's 
revious years Income 
emptions, (c) at least 
n the case of farmers) 
d by projecting to the 
me received from the 


to the month In which 


years beginning aiter 


+ 


Limated tax l1aDLuty 


mnmnme afte! 


| 6 percent per annum, 
he dif- 


unt paid and iV per- 


17 
| 


Liiment date on 





nm should have been 


e due where amount 
ercentage of (a) pre- 
50,000; (b) tax com- 
s income using current 


sss $50,000: (c) at least 


Minn) 


i payment: March 15. 


m except that corpora- 
of interest may be re- 


le information returns. 


Senate Conference 


=. House provisions, and also | es that 2. House provisions and provision added by 
no additional charge will be impos where the Senate. 
amount paid as installment, t y r with 


previous installment payments, is il to 90 
percent of tax on the income rec from the 


beginning of the year up to the 1 which 
installment is required to ve pa f that 
were a full year’s income 
5. Effective for taxable years beg or after 3. Senate provision. 
- = s 


December 31, 1954. 


Filing requirements— House provis 1s modified n 
Corporations with estimate ty 

excess of $100,000 for years beginning after 

December 31, 1954. 

& Pavme! t requirements— 2. House prov S is mo«dined the S« te 
House provision except ? i} mt Ol x 

$100,000 instead of S50.00K 





e estimated tax staliment is il to or 
exceeds 70 percent of the tax f taxa! 
year less $100.0 mputed by g on 
annualized Dasis e taxable a i 
preceding period, providing the 
ome to be annualized may be for the 
months in the taxable year ending before the 
month in which t nstallment is ired t 
be paid, or the period ending 2 ths before 
that month, whichever results ip :dditio 
charge. 
Due date of return and paym: (pi 1S Senate provisi 


Adds provisio ‘ it persons , ed i 3 House provision Wit! senate addit 


trade or business, making pay > in the 
course of such trade or business t persons 
except corporat ons of >OUU or D sisting 
of rent. salaries, wages, premiums. nuities, 
ompensations, remunerations, en ents, and 
other gains, profits and income, are required te 
tile information returns. 





Item 


Signing of 
(sec. 6062). 


corporation returns 


Advance payment of proposed de- 
ficiency (sec, 6213). 


Payment by check or money order 
(secs, 6311, 6657). 


Payment by foreign currency (sec. 
6316). 


Disclosure of amount of outstand- 
ing lien (sec. 6323). 


Sale of perishable goods (sec. 
6336). 
Limitations on assessments (and 


collection without assessment) (sec. 
6501). 


Limitation on credit or refund 


(sec, 6511). 


1939 Code 


Signature on corporation income tax returns: 
Two officers—(1) president, vice president, or 
other principal officer, (2) treasurer, assistant 
treasurer, or chief accounting officer. 
Generally, with respect to other returns, the 
signature of one officer is sufficient. 


No comparable provision. 


1. Only certified cashiers’ and treasurers’ 
checks drawn on national and State banks and 
trusts companies, and United States postal, 
bank, express, and telegraph money orders 
could be used in payment for stamps. 

2. No comparable provision. 


No comparable provision. 


No comparable provision. 


Provisions for special disposition of perish- 
able goods are provided only in the case of for- 
feited goods, 


1. 3 years in the case of income, estate, and, 
gift taxes and 4 years in the case of all other 
taxes. 

2. 5 years in the case of the omission of 25, 
percent of gross income. 


3. Where a corporation makes no return but 
each shareholder includes his distributive share 
in his return the tax of the corporation must be 
assessed within 4 years from the last date any 
shareholder filed his return. 


we 


Claim must be filed for income tax within : 
years from the time the return was filed or 2 
years from the time the tax was paid, which- 
ever is the later; for estate and gift tax 3 years 
from the time the tax was paid; and for all 
other taxes 4 years from the time the tax was 
paid. 


~ 





House 


Signature on all corporat 
One officer—president, vi 
urer, assistant treasurer, ch 
cer, or any officer duly auth 


Payment of a proposed 
made to stop the running « 
losing right to petition Tax 


1. To the extent provided 
type of check or money ord 
In payment of any tax or f 


2. Provides a l-percent pe 
bad check or money order it 
or for stamps. This penalt; 
the person tendered the chee 
with reasonable cause to belie 
upon presentment. 


No provision. 


When a notice of lien has 
standing liability at any tim 
to persons having a legitima 
umount of the outstanding - 


Provides for special dispo 
goods seized by levy. 


1. Adopts a uniform 3-yee 


2. Adopts a 6-year peric 
similar rule for estate and ¢ 
gross income. This provis! 
if disclosure of the natur 
omitted items is made on th 

3. If a corporation in goo 
or partnership return such r 
running of the period of lin 


Extends the income tax 
to all taxes, except stamp tar 
must be filed within 3 years 
tax was paid. 
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House 


orporation returns : 

lent, vice president, treas- 
urer, chief accounting offi- 
ily authorized to sign. 


oposed deficiency may be 
mning of interest without 
on Tax Court. 


‘ovided by regulations, any 
ney order may be received 
tax or for any stamp. 


reent penalty for giving a 
order in payment of taxes 
; penalty does not apply if 
he check in good faith and 
»to believe it would be paid 


lien has been filed, the out- 
any time may be disclosed 
egitimate interest as to the 
unding liability. 


ul disposition of perishable 
Vy. 


’m 3-year rule for all taxes, 


ir period and provides a 
te and gift taxes. Defines 
provision will not apply 
e nature and amount of 
le on the return. 
1 in good faith files a trust 
n such return will start the 
d of limitations. 


me tax rule of prior law 
amp taxes for which claim 
3 years from the time the 


Senate 


Signature on all corporation returns 
House provision. 


House provision. 


1. House provision. 


2. House provision. 


The Secretary in his discretion aud by regula- 
tions may allow payment of taxes in the cur 
rency of a foreign country. 


House provision. 


House provision. 


1. House provision. 


2. The 6-year period will not apply to estate 
and gift tax cases merely because of differences 
between the taxpayer and the Government as 
to valuation of property. 


3. Adds provision that an information return 
filed by an organization which had supposed 
that it was tax exempt will also start the run- 
ning of the period of limitations. 


Adds provision that the 3-year period for 
filing claim will run from the due date of the 
return (determined without regard to any ex- 
tension of time for filing). 


Conference 


Signature on all corporation returns: 
House provision. 


House provision. 


1. House provision. 


2. House provision. 


Senate provision. 


House provision. 


House provision. 


1. House provision. 


2. House provision as modified by the Senate. 


3. House provision and the provision added 
by the Senate. 


House provision as modified by the Senate. 








. 
e 
t 
é 
PP 
c 
3 
; 

f 


Item 


Limitation on criminal prosecution 
(sec. 6531). 


Failure to make deposit of taxes 
(sec. 6656). 


Interest on underpayment, non- 
payment, or extensions of time for 
payment, of tax (sec. 6601). 


Timely mailing treated as timely 
filing (see. 7502). 


Time for performance of acts 
where last day falls on Saturday, 
Sunday, or legal holiday (sec. 7503). 


Errecrive Dares (Sec. 7851) 


Subtitle A—Income taxes. 


Withholding of tax on nonresi- 
dent aliens and foreign corpora- 
tions and tax-free covenant bonds. 


Subtitle B—Estate and gift taxes. 


Subtitle C—Employment taxes. 


1939 Code 


Generally, prosecution must be begun within 
3 years after the offense. The period is 6 years 
for fraud, willful evasion of tax, willful aid 
in connection with a fraudulent return or docu- 
ment, and conspiracy to defeat or evade tax. 


No provision, 


Generally, interest is imposed at the rate of 
6 percent per annum from the date prescribed 
for payment, or from the due date of the tax, 
to the date paid. In the case of deficiencies in 
income, estate, and gift taxes, interest is com- 
puted from the due date of the return to the 
date of assessment, and assessed as part of the 
deficiency. If payment is not made upon notice 
and demand, interest accrues on the total 
amount. 


No comparable provision. 


No comparable provision, except in the case 
of petitions to the Tax Court. 








House 


Changed from 3 years to 6 
for prosecuting the offenses o: 
to pay a tax or file a timely te 
false statements or submitting 
intimidation of officers and 
United States, and various o 
by officers or employees of the 


liiposes a penalty for fail 
sonable cause, to comply with 
ceipt system. The penalty is 
amount of the underpayment 
each month or part of a mo! 
the underpayment continues, 
6 percent in the aggregate. 
not be imposed for any period 
of the return with respect to 
is required to be made. 


Provides for interest at the 
per annum from the due dat 
for any amounts not paid; ne 
est unpaid at any time. Tl 
provided in prior law for cert: 
has been retained. 


Any claim, statement, or 
(except a tax return) receiv 
it is required to be filed will 
sidered as filed on time if the 
date on or before the due date. 


Extends the time for filing 
for performing any act, to t 
Saturdays, Sundays, or le 
determined in the District of 
place where the act is to be pe 


Generally, applicable to 
beginning after December 31, 
after date of enactment of 195 


Applicable to payments m: 


of enactment of 1954 Code. 


Applicable to estates of 
after enactment of 1954 Code. 


Applicable to gifts in calen 
subsequent years. 

Generally, applicable to r 
after December 31, 1954. 








[louse 


ars to 6 years the period 
tenses of willfully failing 
imely tax return, making 
pmitting false documents, 
rs and employees of the 
irious offenses committed 
s of the United States. 


for failure, without rea 
ly with the depositary re 
nalty is 1 percent of the 
ayment of the deposit for 
f a month during which 
itinues, but not to exceed 
‘egate. The penalty will 
y period after the due date 
pect to which the deposit 


» 


st at the rate of 6 percent 
due date to the date paid 
maid: no interest on inter 
me. The 4 percent rate 
for certain estate tax cases 


ent, or other document 
) received after the date 
ed will generally be con- 
e if the postmark shows a 
ue date, 


wr filing any document or 
ict, to the day following 

or legal holidays, as 
strict of Columbia or the 
to be performed. 


ible to taxable years 
nber 31, 1953, and ending 
it of 1954 Code. 


ents made after the date 
ode. 

ites of decedents dying 
4 Code. 


in calendar year 1955 and 


le to remuneration paid 
o4. 





1954 Code After Action by— 


Senate 

Extended the general peri tation 
from 3 years to od years, but ted the 
extension to 6 years with respe ertain 
offenses as made In) the House | 

House proy Islon 

House provision. 

House provision. 

Defines “legal holiday” as a leg day in 
the District of Columbia or a st le legal 
holiday, at the place where the t 18 to be 
performed. 

House provision with modificat th re 


spect to the specific applicatior certain 


sections. 


Applies to payments made after December 31, 


1954. 
House provision. 


House provision. 


House provision. 


47 





Conference 


House prov ision 


House provision. 


House pro\y 1S101 . 


House provision. 


House provision as modified by the Senate 


House Provision as modified by the Senate 


with further technical changes. 


Senate provision. 


House provision. 


House provisis yn. 


House provision. 








Item 


1939 Code House 
EFFECTIVE Dates (Sec. 7851)—Con. 


Subtitle D— Miscellaneous 
taxes, 


excise January 1, 1955. 


Subtitle E—Alcohol, tobaceo, and January 1, 1955. 
certain other excise taxes. 


Subtitle F—Procedure and admin Generally, applicable after da 
istration. to taxes imposed by the 1954 Co 
eral administrative provisions 

made applicable to taxes Impose 


Other provisions. 


Provides that any provisio! 
provided for will take effect o 
enactment of the 1954 Code. A 
the repeal of those provisions o 
not otherwise provided for, effe 
after enactment of the 1954 Co 
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use Senate Conference 
House provision. House provision. 
January 1, 1955. exc ept that taxes ichine House provision as modified by the Senate. 
guns and certain other firearms, t visions 
of section 5411 relating to the use of breweries 
for producing and bottling soft di s, and the 
provisions of section 5554 (relating to pilot 
plant operations), become effective Ly after 
1954 Code Is enacted, 
after date of enactment Provides that { le provisiol sott ’ 4 Code House prov Slol is cl anged OY the Senate. 
1954 Code. Many gen- relating to assessment (other th the provi 
ovisions of 1954 Code SIONS relating to deficiency proce 3; in the 
: Imposed by 1939 Code. case of Income, estate, and oift { X . collee 
tion, and abatements, credits, and ls shall 
become applicable to taxes under th the 1939 
Code and 1954 Code on J inuary Do. and 
that prior to such date the corres g pro 
visions of the 1939 Code shall re: eff 
with respect to taxes under both t 9 Code 


and the 1954 Code. ’ 


rovision not otherwise House provision. House provision. 
effect on the day after 

ode. Also provides for 

‘isions of the 1939 Code 

for, effective on the day 

1954 Code. 





